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Corporate  lifespans 
Why  don't  more 
big  companies  die? 
Peter  Martin,  Page  14 


WORLD  news 

* EBRD  warns  it  may 
cut  lending  in  wake 
of  Russian  crisis 

The  European  Bank  for  Recon- 
struction and  Development,  the 
multilateral  bank  for  the  countries 
of  the  former  Soviet  bloc,  could 
cut  to  tending  in  foe  wake  of  foe 
Russian  crisis,  Horst  KShler,  the 
bank’s  president,  said.  Page  16 

New  government  for  India  ‘in  days' 
India's  Congress  party  said  it 
would  form  a government  to 
replace  the  ousted  Bharatiya 
Janata  party  coalition  “within 
days”,  but  it  plans  to  approve  the 
BJP’s  budget  tomorrow.  Page  16 

Turkish  nationalists  set  for  power 
Bulent  Ecevft,  Turkey's  prime 
minister,  was  set  to  form  a gov- 
ernment with  the  Nationalist 
Action  party,  the  far-right  group 
that  secured  the  second  largest 
share  of  the  vote  in  general 
elections.  Europe, Pages 

© No  breakthrough,  fea  Ulster  talks 
$ Five  hours  of  talks  between 

Northern  Ireland's  political  parties 
in  London  failed  to  achieve  a 
breakthrough  in  the  deadlock 
over  terrorist  disarmament  But 
all  the  parties  ruled  out  putting 
the  peace  process  on  hold  until 
the  autumn.  Britain,  Page  11  - 

Rome  tries  to  salvage  reforms 

Italy's  leading  politicians  were 
trying  to  salvage  the  country's 
drive  for  poffticaf  and  Institutional 
reform  after  a referendum  on 
Sunday  felled  to  end  proportional 
representation.  Europe,  Page  3 

Winter  Olympics  loses  sponsor  . 

^ The  Olympic  corruption  scandal 
claimed  its  first  sponsorship  vic- 
tim after  Johnson  & Johnson  said 
it  had  abandoned  plans  for  a 
$3Dm  sponsorship  deal  with  the 
2002  Winter  Olympics  in  Salt 
Lake  City.  US,  Page  S ... 

Australian  alarm  over  East  Timor 
The  Australian  government  sig- 
nalled Its  growing  alarm  over 
: escalating  violence  to  East  Timor 
with  a sudden  decision  by  John 
Howard.prtme  ministeivtoviait  - i 
Indonesia.  Asia-Pacific,  Page  8 

Gadaffi brokers  ‘Congo  peace* 
Muammer  Gadaffi,  the  Libyan  j 
leader,  has  brokered  a peace 
agreement  between  the  Ugandan 
and  Congolese  presidents,  aimed 
at  ending  the  nine-month  war  in  ' 
1 the  Democratic  Republic  of 
r Congo,  Libyan  state  media  said. 
International,  Page  6 

Report  on  Africans  child  sokfiure 
More  than  120,000  children, 
some  as  young  as  seven,  are 
serving  as  soldiers  to  Africa’s 
wars,  according  to  a report 
International,  Page  6 

Cotombia  renews  guercflla  talks 
The  Colombian  government  will 
renew  talks  with  leftwing  guerrilla 
leaders  today  In  what  may  prove 
the  last  realistic  chance  of  ham- 
mering out  a specific  agenda  to 

end  35  years  of  .fighting. 

Latin  America,  Page  5 

Nigeria  to  fay  off  dvB  servarts 
Nigeria's  military  government  Is 

quietly  preparing  to  lay  off  tens 

■ of  thousands  of  civH  servants. 

International,  Page  6 

US  taxpayers  field  $5bn  sports  bill 

Major  league  ball  parks;  stadiums 
and  arenas  have  cost  US  taxpay- 
ers more  than  $52bn  since  1989 

and  wW  cost  at  least  another 
$9bn  in  coming  years,  says  a 
new  study.  US,  Pag*  s 


eurocunentyaree,  cowring  torefci 
exchange,  bond  and  eqUty  martets. 
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Anglo  American 
Promising  to  be  a model 
of  transparency 
Interview,  Page  12 


BUSINESS  NEWS 

Europe’s  retail 
giants  forge  new 
alliances 

Europe’s  retail  sector  was  braced 
for  a long-awaited  round  of  con- 
solidation as  some  of.  the 
region's  leading  companies, 
including  Kingfisher  and  Asda  in 
the  UK  and  Karstadt  and  Quelle 
in  Germany,  announced  alliances 
aimed  at  creating  a super  league 
of  retailers.  Companies  and 
Markets,  page  17;  Lex,  Page  16 

Fmtovest,  SlOton  holding 
company  of  Silvio  Berlusconi,  is 
planning  to  transform  itself  into  a 
pan-European  media  and  enter- 
tainment conglomerate  to  rival 
US  media  and  entertainment 
groups  such  as  Time-Wamer. 
Europe  companies.  Page  18 

Gucci,  embattled  Italian  fashion 
company,  has  written  to  LVMH, 
French  luxury  goods  group, 
promising  to  recommend  accep- 
tance of  an  LVMH  offer  if  it 
makes  an  unconditional  offer  of 
$88,  valuing  Gucd  at  $9bn. 
Europe  companies.  Page  18 

Citigroup,  financial  services 
conglomerate,  launched  a bullish 
assessment  of  its  prospects  as 
Its  first  quarter  earnings  showed 
profits  up  12^  per  cent  to 
$2.42bn.  Companies  and  Mar- 
kets, Page  17;  Fortunes 
diverge,  Page  20 

Volvo,  Swedish  automotive  group, 
announced  a SKr26.7bn 
($3 .21  bn)  capital  gain  on  the  sate 
of  Its  car  division  to  Ford  of  the 
US  and  pledged  to  use  the  pro- 
ceeds for  a share  buy-back  and 
acquisitions.  Europe  companies, 
Page  18 

Hyimdai  and  Daewoo,  South 
Korea’s  two  biggest  conglomer- 
ates, announced  restructuring 
plans  to  cut  their  large  debts  to 
response  to  growing  government 
pressure.  Companies  and  mar- 
kets, Page  17;  Lex,  Page  16; 
Daewoo  shipbuilding  sale,  . 
Page  22 

-Uoyife-oH&fcbft  signed  a 
five-year  agreement  with  six  of 
the  world's  top  tosurera  to  cover 
Us  central. mutualised  fund  for 
£350m  ($563m)  - increasing  to 
£800m  the  resoLBcee  that  sup-  ' 
port  the  market's  policies.  UK 
news, Page  10 

Tha  Worid  Trade  Orgaifeatioo 
authorised  ti»  US  to  impose 
$191. 4m  to  trade  sanctions  on 
i European  Union  goods  as  retalia- 
tion for  toe  BJ’s  failure  to  make 
! Its  banana  import  regime  consist- 
ent  with  international  trade  rules. 

I World  Trade,  Page  4 

I DeMIte  Touche  Tohmateu,  the  . 

, global  Big  Five  firm,  has 
announced  plans  to  integrate 
j financially  Its  national  firms  Into  a 
j stogie  organisation  covering  90 
per  cent  of  Its  $9bn  revenues. 
North  American  companies, 
Page  20 

Austrian  Jtirtines,  one  of  Europe’s 
fastest-growing  and  most  profit- 
able earners,  is  seeking  to  raise 
around  €250m  ($2B8m)  in  new 
equity.  Europe  companies. 

Page  18 
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Telecoms 
boards  meet 
to  discuss 
$180bn  link 

Deutsche  Telekom  and  Telecom  Italia 
merger  would  face  regulatory  hurdles 


By  Paul  Betts  In  Wan,  WIHara 
Lewis  In  New  York  and  Alan  Cane 
in  London 

The  supervisory  boards  of 
Deutsche  Telekom  and  Telecom 
Italia  were  meeting  last  night  to 
approve  a merger  that  would  cre- 
ate the  world's  largest  telecom- 
munications group. 

The  proposed  deal  would 
change  the  balance  of  power  In 
I the  global  telecoms  industry,  but 
It  feces  huge  regulatory  hurdles 
I and  the  difficulty  of  unravelling 
I alliances  with  other  operators. 

Governments  in  France,  Ger- 
many and  Italy  are  awaiting 
details  of  the  plan,  which  raises 
sensitive  Issues  of  ownership  and 
control  of  a strategic  industry. 

Telecom  Italia  an nouncad  last 
night  that  It  was  postponing  a 
press  conference  In  London  today 
where  the  planned  alliance  was 
expected  to  be  unveiled.  The 
gnnnrniflarnpnt  ramie  in  the  mid- 
dle of  a board  meeting  that  had 
already  lasted  seven  hours. 

The  delay  fuelled  speculation 
that  Franco  Bemabe,  Telecom 
Italia's  chief  executive,  was  fee- 
ing opposition  from  his  board, 
which  is  trying  to  fe nd  affa  sepa- 
rate hostile  bid  by  Olivetti,  its 
smaller  Italian  rival.  The  main 
sticking  point  appeared  to  be  a 
proposal  that  would  see  the  Ger- 
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Belgrade  beginning 
to  waver,  says  Italy 


Bjr James B8tz and 
waBwi  Dawkins  hi  Rome 

Slobodan  Milosevic,  the  Yugoslav 
president,  is  under  pressure  from 
the  country’s business  and  politi- 
cal establishment  to  seek  a nego- 
tiated settlement  to  the  war  in 
Kosovo,  Italy's  foreign  minister 
claimed  yesterday. 

Lamberto  Dini  told  the  FT  that 
some  in  the  Belgrade  , establish- 
ment now  doubt  the  wisdom  of 
Yugoslavia  continuing  to  submit 
to  tire  Nato  bombing  campaign. 

The  foreign  minister  did  not 
give  1 specific  details  of  his 
sources,  hut  Italy  has  long  had 
dose  diplomatic  ties  with  Yugo- 
slavia and  with  the  Serb  leader- 
ship. Italy  is  the  only  country 
taking  part  in  the  Nato  attacks 
which  still  keeps  an  embassy  in 
Belgrade.  Its  ambassador  was 
summoned  .to  Rome  over  the 
weekend  for  consultations  and 
briefed  Mr  Dini  yesterday. 

' “Doubts  are  beginning-  to 
emerge  among  people  in  his  cir- 
cle," Mr  Dini  said.  “There  is 
beginning  to  filter  into  Milosevic 
the  doubt  and  the  question  that 
be  is  -not  likely  to  succeed! and 
that  he  should  seek  a negotiated 

settlement.'’  1 

Mr  Dini  said  he  understood 
that  doubts  woe  being  expressed 
by  traditional  supporters  and 
those  dose  to  the  Serbian  leader. 
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mans  owning  60  per  cent  of  the 
merged  entity. 

A Deutsche  Telekom-Telecom 
Italia  merger  would  create  a 
sprawling  giant  with  a market 
capitalisation  of  almost  Jisobn, 
aryt  would  mark  the  first  time 
that  one  national  operator  has 
acquired  another. 

. Both  companies  have  impor- 
tant alliances  and  cross-share- 
holdings with  other  operators, 
with  one  of  the  most  important 
being  the  link  between  Deutsche 
Telekom  and  France  Telecom. 

FTance  Telecom  aaid  yesterday 
it  was  told  of  the  deal  only  at  the 
weekend.  Jt  said:  “Our  agree- 
ments with  Deutsche  Telekom 
are  dear  and  incompatible  with  a 
unilateral  strategic  reversal. " 

The  deal  has  received  a favour- 
able reaction  in  Bonn  and  Mas- 
simo D'Alema,  the  Italian  pre- 
mier, is  under  political 
obligations  to  Germany  after 
Bonn's  endorsement  of  Romano 
Prodi  as  the  new  European  Com- 
mission president 

However,  Mr  D’Alema  insisted 
yesterday  Italy  could  not  accept 
the  idea  of  a privatised  Telecom 
Italia  merging  with  a company 
whose  principal  shareholder  was 
the  German  government 

Deutsche  Telekom  is  74  per 
cent  state  owned,  while  the  Ital- 
ian Treasury _atiD  holds  a 3.4  per 
cent  staUe  in  Telecom  Italia  as 
; well  as.  a.  golden  share-  , . - _ 

‘ Although ' Mr*D’ Alema  said  his 
government  was  studying  “with 
interest”  the  proposed  merger,  he 
also  insisted  it  was  still  neces- 
sary to  know  how  and  when  the 
German  government  intended  to 
shed  its  controlling  stake. 

Goldman  Sachs  in  advising 
Deutsche  Telekom.  JP  Morgan 
and  Credit  Suisse  First  Boston 
are  advising  Telecom  Italia. 

Additional  reporting  by  David 
Owen  in  Paris,  Michael  Smith  in 
Brussels  and  Ralph  Atkins  in 
Bonn 
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Partonent  sat  in  tb»  reopened  Reirttstag  bidding  in  Berim  far  the  first  time  yesterday  AP 

Reichstag  opening  heralds 
new  era  but  remembers  past 


By  Haig  Shuonian  In  Berim 


Brilliant  sunshine  on  the 
Reichstag  cast  a shadow  of  the 
past  across  Berlin  yesterday  as 
politicians  crowned  the  unifica- 
tion of  Germany  with  their  first 
parliamentary  session  In  the 
restored  building.  . 

But  the  speeches  in  the  open- 
ing-debate under  the  high-tech 
-steel -and  gtassuaonSe  were  curi- 
ously downbeat  Even  Gerhard 
SchrOder,  the  German  chancellor, 
talked  more  about  the  past  than 
the  future. 

Outside,  a small  group  of  pro- 
testing concentration  camp  survi- 
vors, dressed  in  prison  camp 
clothes,  underlined  the  difficul- 
ties Germany  faces  in  trying  to 
look  forward  by  calling  on  politi- 
cians not  to  forget  the  Holocaust 

Mr  SchrOder  has  been  a power- 
ful orator  in  high-profile  events, 
such  as  the  European  Union’s 
ftgfHn  summit  or  the  special  con- 
gress of  his  ruling  Social  Demo- 
cratic party  in  recent  weeks.  Yes- 


terday. however,  it  was  a more 
reflective  chancellor  who  mused 
bn  the  Reichstag’s  prominence  in 
the  upheavals  which  have  con- 
vulsed Germany  since  the  build- 
ing was  completed  in  1884. 

Rather  than  sending  a strong 
political  message,  his  focus  was 
on  Berlin  and  its  role  as  the  new 
capital. 

The  DM600m  (€306m.  $328m) 
Reichstag-  project-masterminded 
by  Sr  Norman  Foster,  the  British 
architect  marks  the  latest,  and 
most  important  step  in  the  trans- 
fer of  the  German  government 
from  Bonn  to  the  new  capital. 

By  September,  when  the 
Reichstag  will  become  the  perma- 
nent home  of  the  Bundestag  - 
the  lower  house  of  parliament  - 
most  ministries  should  be  fully 
or  partly  functional. 

The  chancellor  went  out  of  his 
way  to  reassure  Germany’s  part- 
ners the  democratic  values  that 
had  characterised  Bonn  would 
not  be  diluted. 

“The  move  to  Berlin  is  a return 


to  German  history,  to  the  place  of 
two  German  dictatorships,  which 
brought  great'  suffering  to  the 
people  of  Germany  and  of 
Europe.'*  Mr  SchrOder  told  the 
Bundestag  members.  “But  equat- 
ing Reichstag  with  Reich 
[empire)  makes  no  sense . . . The 
federal  model  of  German  politics 
goes  on  and  is  not  in  the  slightest 
danger.”  He  emphasised  that  the 
city's  proximity  to  Poland  and- 
other  eastern  European  countries 
would  underpin  the  ElTs  efforts 
to  incorporate  former  communist 
states  from  the  east. 

But  he  also  underlined  that 
last  year’s  election  of  a Social 
Democrat-led  government  and  of 
a new  generation  of  politicians 
bom  after  the  fell  of  the  Nazis 
marked  a turning  point.  Refer- 
ring obliquely  to  German  partici- 
pation in  Nato  action  in  Yugo- 
slavia. he  noted:  “Germany’s  role 
in  the  world  has  changed." 

Yet  he  stressed  benefits  at 
home  were  still  far  from  evident 
to  many  former  East  Germans. 


The  criticisms  had  come  from 
“members  of  the  various  political 
parties  In  the  government  coali- 
tion and  factory  managers". 

Mr  Dini  said  the  Italian  govern- 
ment continued  to  back  the  Nato 
bombardment,  most  of  which  has 
been  launched  from  military  and 
civil  airports  on  its  territory. 
“Italy  is  not  a weak  link,"  he 
said.  Bat  he  warned  that  the  time 
available  for  political  settlement 
was  limited.  The  war  would 
develop  an  unstoppable  momen- 
tum “within  two  weeks". 

A senior  Italian  defence  official 
said  Nato  leaders  would  discuss 
the  possible  use  of  ground  troops 
at  their  summft  in  Washington  at 
the  end  of  the  week. 

Mr  Dini  expected  Russia  to 
launch  an  initiative  in  the  next 
week  to  convince  Mr  Milosevic  to 
accept  the  principle  of  an  inter 
national  force  to  protect  refugees 
returning  to  Kosovo.  One  option 
being  looked  at  was  a force 
including  a substantial  Russian 
contingent  under  Nato  command. 

“We  are  telling  [Milosevic]  that 
Nato  win  remain  united  and  that 
he  must  understand  that  he 
cannot  win,”  Mr  Dini  said.  “The 
question  is  after  how  much 
damage  and  tragedy  to  Kosovo 
and  to  his  own  people."  ,' 

Kosovo  crisis,  Page  2 
Returning  the  refugees,  Page  14 
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KOSOVO  CRISIS  ALLIANCE  STUDIES  WAYS  TO  gTOPR&gnilS  THROUGH  MONTENEGRIN  PORT  B .SERBS  DIG JN  TO  SURVIVE 


CONFLICT  HITS 'AGRICULTURE  IN  REGION. 


Bid  to  set  record  straight  on  civilian  deaths 


By  Neil  Buckley  in  Brussels 


Nato  admitted  yesterday  it 
may  have  bombed  civilian 
vehicles  and  refugees  in  a 
convoy  last  week,  in  an 
attack  that  has  become  a 
public  relations  disaster  for 
the  alliance  and  in  which 
Belgrade  says  dozens  of  civil- 
ians died. 

But  the  alliance  insisted 
that  its  pilots  believed  they 
were  attacking  military  tar- 
gets and  that  they  stopped 
their  attacks  as  soon  as  they 
realised  civilian  vehicles 
might  be  mixed  with  mili- 


tary trucks.  It  added  it  could 
not  be  certain  of  the  extent 
of  any  civilian  casualties. 

Nato  suggested  Yugoslav 
forces  might  have  removed 
military  vehicles  from  the 
site  before  displaying  the 
damage  to  international 
journalists  last  Thursday, 
and  hinted  that  the  Serbs 
may  have  attacked  some  ref- 
ugees themselves. 

The  admission  that  Nato 
might  have  hit  civilians  in 
two  attacks  around  the  town 
or  Djakovica  came  in  a 
detailed  briefing,  illustrated 
with  cockpit  videos,  by  a 


senior  US  air  Force  com- 
mander. It  came  at  the  end 
of  the  most  difficult  five 
days  so  far  for  the  western 
alliance  in  the  four-week-old 
campaign. 

Nato’s  attempts  to  apolo- 
gise for  the  incident  and  to 
put  it  behind  it  have  been 
hampered  by  its  confused 
and  often  contradictory 
explanations. 

Brigadier-General  Daniel 
Leaf  confirmed  that  Nato 
F-16  bombers  were  involved 
in  two  separate  attacks, 
north-west  and  south-east  of 
Djakovica,  last  Wednesday. 


In  the  first  F-lfi  bombers 
hit  a three-vehicle  convoy 
they  were  convinced  were 
responsible  for  setting  fire  to 
homes  and  villages  in  the 
area,  and  stationary  vehicles 
in  the  middle  of  a complex  of 
buildings.  Damage  (pjm  this 
attack  was  shown  on  Serb 
television  on  Wednesday 
night. 

Nato,  which  has  admitted 
responsibility  for  this  inci- 
dent. said  yesterday  it  was 
convinced  the  targets  were 
military  but  that  "collateral" 
damage  might  have 
occurred. 


Brit;  Gen  l-eaf  added  that 
Naloji-r>.  including  one  also 
involved  in  the  attack 
north  west  of  town,  had  Later 
launched  several  attacks  on 
a "v»t\  large  convoy"  south- 
east of  Djakovica.  ill  is  was 
the  local  ion  to  which  the 
Yugoslav  authorities 
escorted  international  jour- 
nalists on  Thursday. 

Brig  Gen  Leaf  said  the 
convoy  of  20  vehicles,  uni- 
form in  shape  and  colour, 
travelling  at  a steady  pace 
with  regular  distances 
between  them,  bore  the  hall- 
marks of  a military  convoy. 


An  airborne  command,  con- 
trol and  communications 
plane  had  also  signalled  that 
it  was  an  army  convoy. 

Nato  jets  made  several 
attacks  with  laser-guided 
bombs  from  12.18  GMT. 

Attacks  were  suspended  at 
13.00  when  questions  were 
raised  about  tbe  identity  of 
the  convoy.  Spotter  aircraft 
were  called  in  and  the  attack 
called  off. 

“We  may  well  have  caused 
damage  to  a civilian  vehicle 

and  unintentional  harm  to 
civilian  lives,*'  Gen  Leaf 
said. 


Serbs  draw  on  all  their  experience  of  hard  times 


Yugoslavia  may  be 
able  to  survive  long 
on  a war  footing, 
writes  Guy  Dinmore 
in  Belgrade 


In  the  Qatlands  of  central 
Serbia  many  fanners  have 
discarded  their  tractors  for 
lack  of  diesel  and  have 
hitched  up  horses  and  cattle 
to  their  ploughs.  Where 
there  is  no  livestock,  peas- 
ants are  rilling  their  fields 
by  hand. 

Nato's  bombing  is  taking 
its  toll  on  Yugoslavia's  econ- 
omy. which  was  already 
showing  signs  of  slipping 
back  into  recession  before 
the  offensive  began. 

Yet  sugar,  milk  and  Italian 
cooking  oil  fill  the  shelves  in 
Belgrade’s  state-run  C-Mar- 
ket  stores.  To  the  surprise  of 
many,  basic  foodstuffs  are 
now  in  better  supply  than 
before  the  air  strikes  began 
nearly  four  weeks  ago.  And 
some  economists  believe  the 
country  can  probably  sur- 
vive longer  on  a war  footing 
than  many  people  think. 

Yugoslavia  was  never  fully 
industrialised  and  many 
urban  Serbs  still  have  one 
foot  in  the  countryside  with 
a small  summer  house  and 
plot  of  land.  Nato  is  steadily 
taking  out  bridges  across  the 
Danube,  cutting  off  the  rich- 
est farmland  in  the  northern 
province  of  Vojvodina  from 
the  rest  of  Serbia,  but  the 
big  cities  can  still  rely  on 
their  Immediate  hinterland 
for  provisions. 

“We’ve  always  had  sur- 
pluses of  food.  No  one  is 
afraid  of  being  hungry,"  said 
one  economist,  who  asked 
not  to  be  named,  noting  that 
even  economic  statistics  are 
an  official  secret  under  the 
state  of  war  declared  by  the 
federal  government. 

Even  before  the  bombs 
fell,  economists  estimated 
agricultural  output  would 
fall  by  up  to  20  per  cent 
because  of  a shortage  of  fer- 
tiliser. caused  in  turn  by  a 
lack  of  hard  currency  to  pay 
for  imported  gas  to  make  it. 
Tbe  bombing  on  Sunday  of  a 
petrochemicals  complex  in 
Pancevo  will  make  matters 
worse,  but  farmers  - as  they 
did  during  sanctions 
imposed  during  the  1992-95 
Bosnian  war  - are  expected 


Conflict 
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supplies 


By  Paul  Salman  In  London 


Lack  of  cfiesel  has  not  stopped  farmeis  using  tratBh?nal  methods  in  a country  that  was  never  fully  industrialised 


Panos  Pictures 


to  revert  to  manure  and  sow 
more  land. 

Life  under  sanctions,  when 
Yugoslavia  was  under  an 
almost  total  trade  embargo, 
has  given  the  government  of 
President  Slobodan  Milos- 
evic plenty  of  crisis  experi- 
ence. In  1993  Belgrade  tried 
to  print  its  way  out  of  trou- 
ble, triggering  hyperinflation 
that  ran  into  billions  of  per 
cent  Now,  bankers  say,  the 
central  bank  is  committed  to 
keeping  the  dinar  and  prices 
stable,  even  at  the  risk  of 
deflation.  The  dinar  has 
slipped  in  value  on  the  black 
market  over  the  past  month, 
but  only  by  about  12  per 
cent. 

Most  state  workers  this 
month  will  only  receive 
about  half  their  salaries. 
Payments  of  pensions  are 
several  months  behind.  “But 
as  long  as  the  bombs  keep 
Calling,  no  one  will  protest," 
one  banker  said.  “By  keep- 
ing silent  we  support  Milos- 
evic, but  what  can  we  do?" 

Under  sanctions  many 
workers  were  paid  largely  in 


kind.  Doctors  at  state  hospi- 
tals turned  autopsy  tables 
into  butchers'  shops,  slicing 
up  sides  of  pork  for  then- 
staff.  With  thousands  now 
out  of  work  after  the  bomb- 
ing of  the  Zastava  car  plant 
and  other  factories,  the  expe- 
rience gained  during  that 
period  is  likely  to  be  widely 
drawn  on. 

The  government  of  former 
communists  is  using  the  cri- 
sis to  centralise  the  economy 
further.  Directors  of  key 
industries  hold  cabinet  posi- 
tions. The  long  discussed 
amalgamation  of  22  banks 
has  finally  gone  ahead  under 
the  command  of  Borka 
Vucic,  the  head  of  Beograd- 
ska  Bank  who  for  years 
managed  the  regime’s  hard 
currency  reserves  fn  offshore 
accounts. 

VojisLav  Sesejj,  head  of  the 
ultra-nationalist  Serbian 
Radical  party  and  a deputy 
prime  minister,  has 
suggested  the  government 
should  collect  war  damages 
by  “seizing  the  property  of 
hostile  states  cm  our  terri- 


tory”. This  would  include 
the  assets  of  Telecom  Italia, 
which  along  with  OTE  of 
Greece,  paid  about  Jlbn  in 
1997  for  a 49  per  cent  stake 
in  Serbia's  state-owned  tele- 
communications company. 

Economists  warn,  how- 
ever. that  if  the  central  gov- 
ernment goes  too  far  with  its 
desire  to  control  then  it  risks 
choking  the  “grey"  economy 
which  accounts  for  more 
than  a third  of  gross  domes- 
tic product.  Imported  ciga- 
rettes are  already  hard  to 
come  by  while  oranges  and 
bananas  are  absent  from  Bel- 
grade’s open  markets.  Many 
small  private  enterprises 
have  already  shut  down. 

Most  damaging  in  the 
short  term  is  the  shortage  of 
fuel.  Hungary  - Nato's  new- 
est member  - has  cut  off 
supplies  of  oil  to  Yugoslavia 
by  its  state-run  energy  com- 
pany MOL.  Russian  gas  that 
transits  Hungary  has  also 
been  shut  down. 

Nato  peacekeepers  are 
endeavouring  to  stop  the 
flow  of  gasoline  from  tbe 


Serb-controlled-hnlf  of  Bos- 
nia. Serbia's  only  outlet  to 
the  sea  - Montenegro's  short 
strip  of  Adriatic  coast  - is 
also  easy  to  blockade. 

Traffic  is  thinner  in  Bel- 
grade but  it  still  has  its  rush- 
hour  gridlock.  Smuggling 
channels  that  kept  Serbia 
moving  during  the  sanctions 
- despite  the  presence  of 
international  observers  - are 
being  reopened. 

“Air  raids  alone  cannot 
eradicate  economic  activity,'’ 
one  economist  said. 

But  while  Mr  Milosevic 
can  call  upon  his  nation  to 
make  even  greater  sacrifices 
during  a time  of  war.  i(  is 
less  certain  his  regime  will 
be  able  to  prolong  its  grip  on 
power  once  tbe  conflict  is 
over.  Without  some  kind  of 
“Marshall  Plan"  for  recon- 
struction by  the  western 
powers  - unlikely  to  be 
offered  while  the  current 
government  remains  in 
office  - Serbs  fear  their 
country  will  remain  starved 
of  foreign  investment,  facing 
years  of  economic  liardship. 


Tbe  Kosovo  crisis  has 
devastated  agriculture  in  the 
region  and  is  having 
far-reaching  consequences 
for  food  supplies  both  locally 
and  across  Europe. 

As  well  as  tbe  immediate 
problems  of  feeding  refugees, 
fighting  in  Kosovo  has 
restricted  crop  planting 
since  last  autumn.  Accord- 
ing to  the  United  Nations 
Food  and  Agriculture  Organ- 
isation (FAOj,  Kosovo’s 
1998-99  wheat  crop,  which 
provides  about  300.00Q 
tonnes,  has  been  missed. 

Nato  bombing  has  also  dis- 
rupted the  trade  in  frozen 
raspberries.  Serbia  is  one  of 
Europe's  most  important 
suppliers  of  the  fruit,  which 
is  frozen  and  exported  to 
food  manufacturers  for  mak- 
ing jam.  yoghurt  and  pies. 

About  100,000  hectares  of 
Kosovo's  maize,  25.000  hect- 
ares of  vegetables  and  30.000 
hectares  of  other  crops  nor- 
mally planted  in  March  and 
April  have  been  lost  as  a 
result  of  fighting. 

“A  large  amount  of  farm- 
ing equipment  has  been 
looted  or  destroyed.”  the 
FAO  said.  “Huge  losses  of 
livestock  due  to  violence.’ 
disease  and  abandonment 
are  also  reported.” 

Meanwhile,  fruit  traders 
say  European  frozen  rasp- 
berry prices  are  set  to  jump 
amid  signs  that  shipments 
from  Serbia  will  stop. 
Although  the  fruit  is  still 
available.  Nato  bombings 
have  disrupted  transport. 
One  trader  said  the  cost  of 
shipping  from  Serbia  to  the 
UK  had  risen  from  DM7.200 
I €7.700.  *4.000)  to  DM8,500. 

Prices  or  Serbian  frozen 
raspberries  have  risen 
slightly  to  about  DM3.10  a 
kilogram,  but  traders  say 
tbey  could  jump  sharply  If 
supplies  are  held  up. 

The  Federal  Republic  of 
Yugoslavia  produced  40.000 
tonnes  of  raspberries  last 
year,  the  third  biggest  crop 
in  Europe  after  the  Russian 
Federation  and  Poland. 


IMF  likely  to  sign  $450m  deal  with  Romania 


By  Arkady  Ostrovsky  and 
Stefan  Wagstyt  in  London 


Romania  is  set  to  seal  a 
$450m  deal  with  the  Interna- 
tional Monetary  Fund  in  the 
next  two  days  that  would 
help  ease  months  of  investor 
concern  about  the  country’s 
economic  stability,  accord- 
ing to  Christian  Popa,  vice- 
governor  of  the  National 
Bank  of  Romania. 

Tbe  deal,  which  appears  to 
have  been  settled  earlier 


than  expected  because  of 
concern  over  the  economic 
impact  of  tbe  Kosovo  crisis, 
win  help  Romania  avoid  a 
much-feared  default  on  its 
international  bonds. 

Mr  Popa  said  8315m  of  the 
IMF  money  would  be  dis- 
bursed this  year  and  pave 
the  way  for  a S250m  World 
Bank  loan,  agreed  in  princi- 
ple. 

The  IMF  has  previously 
said  its  lending  to  Romania 
was  conditional  on  the  coun- 


try’s ability  to  roll  over  its 
international  bonds,  which 
would  in  effect  have 
amounted  to  a default. 

But  Mr  Popa  said  Romania 
had  managed  to  reach  a deal 
with  the  IMF  under  which 
the  country  would  be 
requested  to  secure  fresh  fin- 
ancing from  commercial 
creditors.  He  said  a consor- 
tium of  western  banks  active 

in  the  region  had  agreed  to 
lend  Romania  Slo0m-S200m 
for  two  years. 


Meanwhile.  Bulgaria, 
which  is  in  much  better  eco- 
nomic shape  than  Romania 
but  Is  more  exposed  to  tbe 
Kosovo  crisis,  is  to  ask  the 
international  community'  for 
$300m  in  extra  balance  of 
payments  support. 

Muravey  Radev.  finance 
minister,  is  to  put  the 
request  at  a meeting  with 
donors  in  Brussels  today. 

He  said  the  money  was 
required  to  help  the  country 
overcome  disruption  to 


trade,  investment  and  tour- 
ism. 

• Poland's  industrial  out- 
put, which  fell  tn  the  first 
two  months  of  this  year, 
grew  by  22  per  cent  in  March 
compared  with  the  previous 
month,  according  to  the 
state  statistical  office,  writes 
Chris  Boblnski  in  Warsaw. 
But  economic  growth  is  still 
expected  to  slow  this  year 
compared  with  199S. 

• Hungary  yesterday 
announced  slightly  disap- 


pointing industrial  output 
figures,  writes  Robert 
Wright  in  Budapest 

Gross  industrial  output 
grew  by  5.3  per  cent  year -on- 
year  during  February,  a fall 
from  the  12  per  cent  growth 
in  January. 

Industrial  production  grew 
by  n.8  per  cent  for  the 
whole  of  1998.  according  to 
preliminary  figures  also 
released  yesterday,  against 
GDP  growth  for  the  whole 
economy  of  5.1  per  cent. 
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Swiss  set  to  defend  bank  secrecy  law 


By  WUfiam  KaH  in  Zurich 


Switzerland,  which  controls 
about  a third  of  the  world's 
pri va  te  offshore  bank!  ng 
market,  is  today  expected  to 
make  a robust  defence 
against  pressure  from  the 
European  Union  to  reiax  iu> 
bank  secrecy  law. 

Pascal  Couchepin.  Switzer- 
land's economy  minister, 
will  reaffirm  his  country's 
commitment  to  defend  its 
hank  secrecy  law  when  he 
arrives  in  London  today  at 
the  head  of  a Swiss  banking 
delegation.  Under  this  law, 
bankers  can  be  jailed  for  dis- 
closing information  about 
their  customers. 

Mr  Couchepin  is  expected 
to  take  a strong  stand 
against  attempts  by  the  EU 
and  the  Organisation  for 
Economic  Co-operation  and 
Development  (OECD)  to 


force  Switzerland  to  relax 
the  law.  which  many  observ- 
ers believe  is  one  of  the 
main  reasons  for  tbe  coun- 
try's success  as  a private 
banking  centre. 

Last  year  Mr  Couchepin 
led  the  Swiss  delegation  that 
refused  to  j.:n  an  OECD 
drive  to  stamp  out  tax 
havens  and  harmful  tax 
competition. 

“We  have  no  feeling  of 
guilt  about  bank  secrecy.  It 
protects  individual  freedoms. 
There  is  a tradition  of  discre- 
tion In  this  country  and 
bank  secrecy  Ls  part  of  the 
culture  of  individual  treat- 
ment of  bank  customers.” 
said  Mr  Couchepin. 

“We  absolutely  agree  that 
bank  secrecy  must  not  he 
used  to  protect  criminal  ele- 
ments and  money  launder- 
ing. We  have  changed  our 
rules  to  allow  authorities  to 


pursue  these  activities.  Col- 
laboration is  working  very 
well  with  the  US  and  other 
authorities.”  he  said. 

Mr  Coucbepin's  visit  to 
London  marks  the  first 
attempt  by  Switzerland's  tra- 
ditionally secretive  bankers 
to  market  the  country's 
advantages  as  an  offshore 
financial  centre.  It  will  be 
fallowed  by  visits  to  Madrid, 
Frankfurt  and  New  York, 
and  reflects  the  growing 
competition  for  business, 
especially  in  the  area  of  pri- 
vate banking,  where  Switzer- 
land traditionally  excels. 

The  Swiss  delegation, 
which  includes  Bruno  Geh- 
rig. Swiss  National  Bank 
director,  and  Georg  Krayer. 
president  of  the  Swiss  Bank 
ers  Association,  will  high- 
light Switzerland's  advan- 
tages such  as  its  long 
tradition  of  political  stabil- 


ity, strong  currency,  excel- 
lent technical  infrastructure, 
and  high  quality  banking 
services. 

However.  Swiss  bankers 
are  likely  to  be  pressed  for 
reassurance  that  Switzer- 
land's bank  secrecy  laws 
have  not  been  watered  do  urn 
io  appease  the  growing  pres- 
sure from  the  tax  authorities 
of  countries  such  as  the  US 
and  Germany,  which  believe 
the  line  between  criminal 
tax  “evasion”  and  legal  tax 
“avoidance”  is  hlurred. 

Switzerland,  along  with 
Liechtenstein.  Andorra. 
Monaco  and  San  Marino,  is 
also  under  growing  pressure 
from  the  EU  to  co- 
operate in  stemming  any 
capital  flight  resulting  from 
the  EU's  controversial  plan 
to  harmonise  tax  legislation. 

Under  the  EU  proposal, 
which  Switzerland  is  being 


encouraged  to  adopt,  banks 
will  levy  a standard  20  per 
cent  withholding  tax  on 
interest  payments,  or  report 
interest  payments  made  to 
EU  residents  to  the  respec- 
tive tax  authorities. 

Switzerland  already  has  a 
35  Per  cent  withholding  tax. 
but  it  is  not  levied  on  non- 
residents. The  EU  tax  would 
apply  to  all  private  EU  resi- 
dents. 

"We  are  not  convinced 
that  it  is  economically  ratio- 
nal to  introduce  this  kind  of 
tax  on  a European  level 
when  tbe  rest  of  the  world 
does  not  follow."  said  Mr 
Couchepin, 

He  stressed  that  Switzer- 
land shares  many  of  the 
same  reservations  as  the  UK. 
which  is  concerned  the  new 
tax  will  cause  the  interna- 
tional bond  market  to  flee 
London. 


By  Nefi  Buckle?  fa  Brussels 
and  Robert  Graham  in  Paris 


Nato  military  planners  , are 
studying  ways  of  choking  off 
remaining  fuel  supplies  to 
Yugoslav  forces,  amid  con- 
cerns that  continuing  oil 
deliveries  by  sea  could 
undermine  the  effectiveness 
of  tbe  alliance’s  bombing 
campaign. 

The  alliance  says  its  air 
attacks  have  already 
destroyed  70  per  cent  of 
Yugoslavia's  fuel  stocks  and 
disabled  both  its  refineries. 
Officials  say  there  is  evi- 
dence that  Serb  troop  move- 
ments have  been  curtailed  to 
preserve  precious  fuel. 

But  there  has  been  mount- 
ing irritation  over  the  past 
week  that  although  fuel 
deliveries  along  the  Danube 
river  have  been  cut  off, 
Yugoslavia  is  still  receiving 
refined  fuel  through  the  port 
of  Bar  in  Montenegro. 

Nato  ambassadors 
instructed  the  military  com- 
mand late  last  week  to1  look 
at  ways  of  cutting  off  sup- 
plies. These  might  stretch 
from  stopping  and  searching 
ships,  turning  away  those 
carrying  fuel,  to  stopping  all 
ships  from  landing  or  even 
attacking  port  facilities. 

“Our  military  authorities 
are  looking  at  what  the 
options  are  to  screw  the  top 
down  further,"  said  Jamie 
Shea.  Nato  spokesman-  “We 
are  going  to  do  whatever  we 
can  within  the  existing 


NEWS  DIGEST 

NATO  REQUESTS  SURVEILLANCE  HELP 


France  reinforces  its 
aerial  intelligence  role 


France  is  reinforcing  its  role  in  providing  aerial  iriteiligencB 
on  Kosovo  as  a result  of  a request  from  Nato  command- 
ers. It  will  deploy  two  new  types  of  drone  in  addition  to  a 
helicopter-bome  system  of  radar  surveillance  within  the 
the  next  week.  General  Jean-Pienre  Kelche,  head  of  the 
French  joint  chiefs  of  staff,  said  yesterday. 

The  equipment  to  be  operated  by  some  of  the  2,500  - 
French  troops  stationed  in  Macedonia,  will  boost  informa- 
tion on  the  location  of  concealed  armour  and  artillery  as 
well  as  movements  by  Serb  regular  and  para-military 
forces  inside  Kosovo. 


Nato’s  request  underlines  its  need  to  use  all  available 
means  to  pinpoint  Serb  military  targets.  Both  drones  are 
launched  from  mobile  plaiforms  and  can  overfly  Kosovo, 
while  the  Horizon  helicopter,  which  will  operate  from  foe 
Macedonian  border,  has  a radar  capable  of  probing  150km 
inside  Kosovo.  The  French  Helios  satellite  system  is  pro-  ' 
viding  high  altitude  battlefield  information. 

France  is  raising  the  number  of  aircraft  in  the  Nato  oper- 
ation to  73.  foe  largest  contingent  after  foe  US. 

Robert  Graham,  Paris 


NO  MORE  RUSSIAN  WARSHIPS 


Yeltsin  in  sign  of  compromise 


President  Boris  Yeltsin  said  yesterday  Russia  would  not 
allow  the  west  to  control  Yugoslavia  but  in  a sign  of  a 
compromise  with  Nato  he  said  no  more  Russian  warships 
would  sail  to  the  Adriatic  Sea 

"Bill  Clinton  hopes  to  win,  he  hopes  [Yugoslav  President 
Slobodan  Milosevic]  will  capitulate,  give  up  foe  whole  of 
Yugoslavia  make  it  America's  protectorate,"  said  Mr  Yelt- 
sin. “We^will  not  allow  this.  This  Is  a strategic  place,  foe 
Balkans."  In  a more  conciliatory  vein,  the  president  said 
Russia  was  ready  to  cany  on  acting  as  a go-between  and 
would  not  send  further  warships  to  foe  Balkans  region. 

Russia,  which  sternly  opposes  Nato  military  action  in 
Yugoslavia,  has  sent  a small  reconnaissance  ship,  foe 
Liman,  to  the  Adriatic  and  has  kept  several  warships  on 
standby.  Charles  Clover  and  Reuters,  Moscow 


GERMAN  RESPONSE 


Greens  back  away  from  Nato 


Germany’s  Greens,  the  junior  member  of  foe  "Red-Green" 
coalition  of  Social  Democrats  and  environmentalists  in 
Bonn,  yesterday  formally  distanced  themselves  further 
from  Nato  policy  in  Yugolsavia,  Increasing  foe  strains  on 
government  policy  in  the  region. 

Antje  Radcke,  the  Greens’  co-leader,  said  after  a meet- 
ing of  leading  members  that  the  party  would  no  longer 
support  Nato  strikes  on  civilian  targets  in  Yugoslavia  or 
bombing  raids  on  Montenegro.  She  warned  that  opposition 
among  Greens  to  the  Nato  campaign  was  hardening  as 
foe  bombing  continued  without  producing  any  obvious 
results.  ‘It’s  increasingly  dubious  what  Nato's  air  strikes 
are  achieving,"  she  said.  Haig  Simonian,  Berfm 


MACEDONIAN  FACILITIES 


Plea  to  expand  camps 


Humanitarian  agencies  yesterday  urged  foe  Macedonian 
government  to  allow  foe  expansion  of  existing  refugee 
camps  and  the  construction- of  new  camps  for  expected 
annate ; in  the  coming  weeks.  Existing  refugee  camps  are 
full  with  about  45,000  ethnic  Albanian  refugees  from  Kos- 
ovo and  there  is  no  accommodation  for  new  arrivals 
according  to  aid  workers. 

The  Macedonian  government  Initially  agreed  to  allow 
expansion  of  foe  existing  camps  but  when  the  attempt 
was  made  to  extend  foe  Stankovac  1 camp,  the  authori- 
ties backed  down  after  local  farmers  turned  out  in  force  to 
protest.  Mate]  Vipotnik,  Skopje 
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scope  of  the"  operation -iq " 
make  the  oil  rim'  pdt’ 

. quickly."  ...  -:V‘  .. 

However,  while  .there  ia 
understood  to  be  . broad; 
agreement  ' among;  Nato 
ambassadors  oh. -the  need  to 
act,  there ' are  differences 
over  what  should  be  done.  - 
France -is  understood  tp  be- 
keen  for  Nato  to.find-a  firm 
legal  basis  for  any  action 
Involving  searching  or  block- ' 
aijing  ships. 

“France  has  adopted  a ' 
legalistic  position,”  said  one 
Nato  diplomat. . . . 

France  came  out  yesterday- 
against  a fuff  ofi  embargo  on 
Yugoslavia  bat  said  it 
favoured  a restrictive  policy 
that  would  control  and  mon- 
itor the  flow.  At  the  same 
time  it  proposed  the  EU 
should  act  in  consultation . 
with  Yugoslavia's  'neigh- 
bours - Bulgaria,  Hungary 
and  Romania. 

Strategy  towards  vessels 
carrying  fuel  supplies  to 
ports  in  Montenegro 
appeared  to  be  equally  sensi- ' 
five  in  Paris.  President  Jac- 
ques Chirac  is  against  Nato 
bombing  of . Montenegro  tor 
fear  it  could  destabilise  the 
country's  efforts  to  distance 
itself  from  the  Milosevic 
regime  in  Belgrade. 

France  said  it  was  impor- 
tant to  avoid  measures  that 
could  enlarge  the  conflict.  It 
added  that  the  legal,  basis  of 
an  oil  embargo  was  dubious 
without  backing  from  ' a 
United  Nations  resolution. 
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■ Ecevit  expected  to  form 
coalition  with  nationalists  drive 

"not  make  much  difference"  a moderate  Kurdish  party.  wife  called  "nicer  people".  1 aI^Q 

Bulent  Rro.ri.  ^ , to  already  poor  relations  Mr  Ecevit  saw  his  share  of  such  as  town  planners  and  A v I V-/  U kj 
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5 Bourtan  *n  Ankara 

®uJ®ntt  Ecevit,  Turkey’s 
c^-etaker  prime  minister, 
JJ-as  yesterday  expected  to 
torm  a government  with  the 

fSioi13  ust  Acti°n  pa«v 

?"P,‘  the  far-right  group 
that  secured  the  second  larg- 
est share  of  the  vote  in  Sun- 
“y  s general  elections. 

Turkey's  political  land- 
scape was  redrawn  after 
nationalism  replaced  Islam 
as  the  main  form  of  protest 
against  mainstream  party 
leaders,  who  all  lost  votes 
with  the  exception  of  Mr 
Ecevit.  Virtue,  the  Islamist 
party,  was  demoted  from 
largest  to  third  largest  partv 
in  parliament. 

Financial  markets  and  for- 
eign governments,  mean- 
while, tried  to  work  out 
whether  a combination  of  Mr 
Ecevit’s  Democratic  Left  and 
the  MHP  would  hamper  eco- 
nomic reform  and  further 
damage  Turkey’s  strained 
relationship  with  the  Euro- 
pean Union.  The  Turkish 
stock  market  opened  5.76  per 
cent  lower  yesterday. 

One  European  diplomat 
noted  that  Mr  Ecevit  was 
already  enough  of  a nation- 
alist for  the  MHP’s  arrival  to 


‘‘not  make  much  difference" 
to  already  poor  relations 
with  the  EU. 

B aha  dir  Kaieagasi,  Brus- 
sels representative  or  Tus- 
lad.  the  Turkish  business 
confederation,  said  the  EU 
should  take  a more  strategic 
view  after  having  humiliated 
Turkey  by  ranking  its  mem- 
bership application  beneath 
that  of  newer  eastern  Euro- 
pean applicants,  and  mishan- 
dling Turkish  feelings  about 
Abdullah  0 cal  an.  the  PKK 
guerrilla  leader. 

Advocates  of  human  rights 
and  an  improved  political 
dialogue  with  moderate 
Kurds  to  end  the  guerrilla 
war  in  Turkey's  mainly 
Kurdish  south-east  focused 
criticism  on  the  likely  new 
government 

"The  number  two  party  is 
a fascist  party  and  the  num- 
ber one  party  has  nothing  in 

common  with  the  left  except 
its  name,"  said  Hflsnfl 
Onduz,  general  secretary  of 
the  Human  Rights  Associa- 
tion. “An  unlucky  period  is 
beginning  for  Turkey  as 
both  parties  have  tough  but 
unrealistic  solutions  for  the 
Kurdish  issue,"  said.  Nazlf 
Kaleli,  deputy  chairman  of 
the  Mass  Democratic  party, 


Euro  forecast 
to  strengthen 
in  long  term 


By  Peter  Norman  in  Brussels 

Wim  Dui  sen  berg,  president 
of  the  European  Central 
Bank,  yesterday  shrugged 
off  alarm  about  the  euro's 
decline  on  foreign  exchange 
markets  since  its  January 
launch  and  predicted  that 
"in  the  longer  term"  the  sin- 
gle currency  would 
strengthen  rather  than 
weaken. 

Answering  questions  from 
the  European  Parliament's 
monetary  affairs  sub- 
committee, Mr  Doisenberg 
stressed  that  the  ECB  had  no 
exchange  rate  target,  no 
exchange  rate  regime  "and 
not  even,  a figure  in  the  hack 
of  the  mind  that  would  cause 
us  to  be  concerned"  about 
the  euro. 

The  ECB  would  have  a 
problem  only  if  the  euro 
exchange  rate  moved- to  the' 
extent  of  having  “a  signifi- 
cant upward  impact  on  the 
rate  of  Inflation,"  he 
said. 

However;  expectations  of 
consumer  price  inflation  in 
the  ll-nation  euro-zone  this 
year  had  declined  from  L5 
per  cent  at  the  beginning 
of  1999  to  around  1.1  per 
cent. 

Mr  Duisenberg's  lack  of 
concern  about  the  euro’s 
slide  from  an  early  January 
peak  of  around  $1.20  to 
$1,081  when  the  market  in 
London  closed  yesterday 
showed  how  the  creation  of 
a large-scale  single  currency 
area  has  changed  the 
rules  of  monetary  manage- 


ment in  the  European  Union. 

He  reassured  worried 
MEPs  that  the  impact  of 
exchange  rate  changes  on 
the  large,  euro-area  single 
market  was  far  less  than  on 
individual  EU  countries  pre-  ; 
viously. 

Some  of  the  euro's  recent  ! 
weakness  and  volatility  1 
reflected  the  crisis  in  Kos- 
ovo, while  Its  decline  against 
the  British  pound  reflected 
higher  UK  interest  rates. 

Mr  Duisenberg  also 
pointed  out  that  currencies 
making  up  the  euro  had  only 
started  to  strengthen  late 
last  year  and  it  was  “a 
laugh”  to  speak  of  it  hitting 
“historic”  lows  just,  weeks 
after  its  launch.  * * - 

Even  after  recent  declines, 
the  euro  was  valued  at  the 
level  of  the  "synthetic  euro" 
between  April  and  July  last 
year."  ■ 

Looking  ahead,  Mr  Duteen- 
berg  ' said  three  factors 
should  help  the  euro  to 
strengthen: 

These  were  the  large  OS 
balance  of  payments  deficit, 
a gradual  diversification  of 
public  and  private  invest- 
ments to  the  euro,  and  the 
prospect  that  US  growth 
would  slow  at  some  point 

Mr  Duisenberg  said  he 
hoped  the  US  economy 
would  experience  a.  “soft 
landing”  and  the  euro's  rise 
would  "not  be  too  test". 

The-  ECB’s  exchange  rate 
policy  was  neither  “benign 
nor  malign  neglect”  but  “for 
the  time  being  there  is 
neglect,"  he  said.  . 


Italy  attempts  to 
salvage  reforms 


By  Janies  Bfifc  in  Rome 

Italy’s  leading  politicians 
were  yesterday  trying  to  sal- 
vage the  country's  drive  for 
political  and  Institutional 
reform  after  a referendum 
on  Sunday  failed  to  end  pro- 
portional representation. 

In  a setback  for  attempts 
to  give  future  Italian  govern- 
ments more  stability,  the  ref- 
erendum failed  by  a narrow 
margin  to  achieve  the  quo- 
rum required  for  the  poll  to 
be  valid. 

More  than  20m  Italians 
took  part  in  Sunday's  refer- 

endum,  some  49.6  per  ant  of 

the  total  number  qualified  to 

vote.  However,  more  than  50 

per  cent  was  required  for  the 

result  to  be  valid. 

Of  those  that  voted, 
around  90  percent  said  they 

were  in  favou\  of,  „*5! 
remaining  element  of  pro- 
portional representation 
being  scrapped 
moving  towards  * 
first-past  -the-post  system. 
The  referendum  waJ  seen 

as  a unique  ** 

the  public  to  push  ttrough 
the  rkonn  process  by  popo- 

^.fe’eganyofSO^ 
marts  in  more  tiantalfa 
century.  Romano  Prodi,  the 

president-delRgateo 

ssr-ssss* 

lamented  tLat  W- 
failed  to  make  a landmark 


change  to  its  electoral  sys- 
tem by  around  150,000  votes. 

“A  page  hais  not  been 
turned  but  there  were  mil- 
lions and  millions  and  mfl- 
lions  that  wanted  change," 
he  said  in  his  home  town  of 
Bologna.  “That  isn’t  just 
nothing.” 

Massimo  D'Alema,.  Italy’s 
prime  minister,  committed 
his  government  to  carry  for- 
ward reforms  that  would  cre- 
ate a bipolar  system.  But 
Massimo  Cacdari,  the  mayor 
erf  Venice,  was  typical  of 
reform-minded  politicians  in 
describing  the  referendum's 
outcome  as  a "hard  and 
heavy  heart-attack". 

Under  Italy's  electoral  law, 
some  75  per  cent  of -seats  to 
the  chamber-  of  deputies  are 
elected  on  a!  first-past-the- 
post  basis..  The  xemaining  25 
per  cent  ire  chosen-  by  pro- 
portional representation- 

political  reformers  have 
long  .argued  -that  the  reten- 
tion of  - proportional  repre- 
sentation allows  many  small 

parties  to  gain  seats-is^ar- 

liameht . where  their  machi- 
nations frequently  bring 
down,  governments.  Bnt , 
these  small  parties  - such  as 
the  communists  Greens  and  | 
moderate  ‘Christian  Demo- , 
Crete  - ■ have  long  been  i 
important  pillars  of  govern-  \ 
fog  coalitions,  and  any  gnv- 1 
ernment  that  seeks  - to  | 
reform- the  system  has  fhced  | 
- difficulties. 


a moderate  Kurdish  party. 

Mr  Ecevit  saw  his  share  of 
the  vote  jump  to  21  per  cent 
from  14  per  cent,  gaining 
support  as  a result  of  the 
capture  -aud  return  to  Tur- 
key of  Mr  Ocalan,  who  is 
awaiting  trial  on  treason 
charges.  Pressure  to  carry 
out  a death  sentence  If  he  is 
convicted  is  likely  to 
increase  as  the  MHP  sees  its 
main  duty  to  "fight  against, 
terrorism.  . . the  biggest 
threat  to  our  citizens’  secu- 
rity, national  unity,  democ- 
racy and  economic  prog- 
ress". ' 

But  the  party,  born  in  the 
1960s  as  an  anti -Communist, 
pan-Turkish  group,  says  ft  is 
no  longer  fair  to  call  it 
“extremist"  or  “fascist" 
because  it  has  purged  itself 
of  extreme  nationalists 
involved  in  political  violence 
against  leftists  and  Kurds. 
“We  are  fighting  for  our  inte- 
gration with  the  world 
together  with  our  traditions 
and  our  culture,  like  the  Jap- 
anese," said  Salt  G6.  an  MHP 
deputy  for  Konya,  Turkey’s 
most  religious  city. 

Under  Devlet  Bah  pell  its 
leader  for  the  past  two  years, 
the  party  has  recruited  what 
one  new  party  member’s 


wife  called  "nicer  people", 
such  as  town  planners  and 

environmentalists.  With  all 
parties  agreeing  on  the  need 
to  cut  Turkey’s  double-digit 
inflation,  the  MHP  has  toned 
down  Its  rhetoric  to  concen- 
trate on  a reformist  eco- 
nomic programme.  On  priva- 
tisation, suspended  because 
of  corruption  allegations 
against  the  previous  coali- 
tion, the  MHP  says  it  will 
first  revamp  regulation  to 
make  sell-offs  more  transpar- 
ent It  promises  to  sell  most 
state- owned  enterprises, 
including  two  banks. 

However,  Dogu  ErgiJ.  an 
independent  liberal,  said  the 
MHP’s  reformist  pledges 
would  be  limited  in  by  the 
need  to  distribute  favours  to 
its  supporters. 

Some  analysts  argued  that 
the  MHP’s  success  had  less 
to  do  with  foreign  policy  or 
economic  reform  than  with  a 
protest  vote  against  squabbl- 
ing and  ineffectual  politi- 
cians. "The  electorate  above 
all  wants  to  make  ends  meet 
and  to  see  law  and  order, 
and  they  don't  really  care 
how  this  is  achieved, " said 
Metin  Heper,  a political  sci- 
entist at  Bilkeot  University 
in  Ankara. 


economic  indicators  for  euro-11  countries 
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Trade  (Ecu  te) 
Boons 


By  Tony  Baber  in  Frankfurt 

Policymakers  at  the 
European  Central  Bank 
never  tire  of  advocating 
structural  economic  reforms 
as  the  most  effective  way  to 
create  jobs  and  revive  the 
euro-zone  economy. 

What  is  less  often  dis- 
cussed is  why  the  ECB  has  a 
direct  self-interest  as  an 
institution  in  urging  govern- 
ments to  introduce  such 
reforms. 

An  insight  Into  this  deeper 
layer  or  ECB  thinking  was 
provided  last  week  by  one  of 
the  bank's  six  executive 
board  members,  Tommaso 
Padoa-Schioppa  oE  Italy. 

Speaking  oDe  week  after 
the  ECB  cut  its  main  inter- 
est  rate  by  half  a percentage 
point  to  2.5  per  cent,  he 
noted  widespread  agreement 
among  economists  that  "per- 
verse incentives,  'direct  and 
indirect  taxation  of  labour, 
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unsustainable  pension 
schemes,  overly  tight 
employment  rules  and  rigidi- 
ties throughout  the  economy 
are  the  main  obstacles  to  the 
creation  of  new  jobs”. 

However,  be  added  that  it 
was  not  easy  to  reduce 
unemployment  quickly  by 
means  of  structural  reforms. 
Even  the  Netherlands  and 
the  UK,  where  such  reforms 
have  gone  further  than  in. 
say,  Germany  and  Italy,  poli- 
cies started  in  the  1980s  did 
not  translate  into  sustained 
lower  unemployment  until 
the  1990s. 

Thus,  even  if  Germany, 
Italy  and  other  euro-zone 
governments  take  action  this 
year  to  free  up  labour  and 
product  markets  and  intro- 
duce more  attractive  tax 


incentives  to  business,  euro- 
zone unemployment  may  not 
fall  far  below  its  current  10.5 
per  cent  level  for  some 
years. 

Here  lies  the  threat  to  the 
ECB.  Most  European  govern- 
ments and  societies  accepted 
the  need  for  long-term  price 
stability,  and  an  indepen- 
dent central  hank  to  guaran- 
tee it,  only  after  witnessing 
the  corrosive  effects  of  Infla- 
tion in  the  1970s  and  1980s. 
That  is  why  they  established 
the  ECB  as  possibly  the 
world's  most  independent 
central  bank,  whose  primary 
task  is  to  suppress  inflation. 

But  what  would  happen  if 
euro-zone  unemployment 
were  to  remain  stubbornly 
high  at.  say.  10  per  cent  for 
the  next  five  years?  Would 


the  anti-inflationary  consen- 
sus among  governments  and 
societies  survive,  or  would  it 
give  way.  as  among  partly 
reformed  addicts,  to  an 
uncontrollable  yearning  for 
an  inflationary  fix?  And  how 

might  that  affect  the  ECB's 
role? 

One  possible  answer, 
though  Mr  Padoa-Schioppa 
skirted  it.  is  that  the  ECB's 
identity  as  an  independent, 
inflation-busting  Institution 
would  be  seriously  under- 
mined. Its  prestige  would  be 
diminished,  its  future  pur- 
pose uncertain. 

Hence  the  urgency  behind 
the  repeated  calls  by  ECB 
board  members  since  April  S 
for  rapid  structural  reforms. 
For  the  ECB.  it  is  close  to  a 
matter  of  life  or  death. 
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WORLD  TRADE 


EU  ‘needs  8 months’ 
to  end  banana  crisis 


Germans  catching  up  on 


Latin  Sjgg 
Americafi^ 
deal  for®  7 


UK  biotechnology  groups 


By  Frances  ttHFfams  hi  Genera 


The  European  Union  said 
yesterday  it  would  consult 
trading  partners  on  reform- 
ing its  controversial  banana 
import  regime  hut  it  might 
take  until  nest  January  to 
find  a solution. 

The  move  came  as  the 
World  Trade  Organisation 
formally  authorised  the  US 
to  Impose  $191  .-im  in  trade 
sanctions  on  European 
Union  goods  as  retaliation 
for  the  EU's  failure  to  make 
its  banana  regime  consistent 
with  global  trade  rules. 

WTO  members  were 
obliged  to  give  the  US 
approval  for  punitive  tariffs 
following  a ruling  by  a WTO 
panel  that  the  ElTs  amended 
banana  import  arrangements 
introduced  on  January  1 did 
not  comply  with  earlier 
WTO  judgments. 

Rita  Hayes,  US  ambassa- 
dor to  the  WTO.  said  after 
the  meeting  of  the  WTO’s 
dispute  settlement  body  that 
retaliation  was  a last  resort 
intended  to  push  the  EU  to 
negotiate  a WTO-consistent 
agreement. 

The  US  was  prepared  to 


lift  the  sanctions  - which 
apply  to  nine  products 
including  lithographs,  bat- 
teries and  bath  preparations 
from  the  UK,  handbags  from 
France  and  Italy,  and  coffee 
and  tea-makers  from  Ger- 
many - as  soon  as  a solution 
was  found. 

Rod  Abbott.  EU  ambassa- 
dor to  the  WTO.  said  yester- 
day that  the  EU  accepted  the 
thrust  of  the  panel  report 
and  intended  to  consult  trad- 
ing partners  on  an  accept- 
able banana  regime. 

However,  he  warned  that 
it  would  be  very'  difficult  to 
find  a solution  that  satisfied 
all  the  competing  interests  - 
the  US  and  its  rive  Latin 
American  co-complainants, 
other  Latin  American 
banana  producers,  and  the 
African,  Caribbean  and 
Pacific  countries  that  are 
entitled  to  special  prefer- 
ences under  the  EU's  Lome 
Convention. 

There  could  also  be  proce- 
dural delays  due  to  this  sum- 
mer’s elections  for  the  Euro- 
pean Parliament  and  the 
formation  of  a new  Euro- 
pean Commission.  Mr 
Abbott  said,  adding  that  the 


hope  would  be  to  have  a sys- 
tem in  place  by  January. 

Brussels  has  not  formally 
decided  whether  to  appeal 
against  the  panel  report  but. 
according  to  EU  sources,  12 
of  the  IS  member  states  are 
opposed,  with  only  France, 
Spain  and  Portugal  in 
favour.  Mr  Abbott  said  any 
appeal  would  be  confined  to 
technical  legal  , questions  and 
would  not  challenge  the  pan- 
el's central  finding. 

The  EU  is.  however,  plan- 
ning to  contest  the  US  impo- 
sition of  sanctions  from 
March  3.  when  provisional 
measures  were  imposed 
requiring  importers  to  post 
bonds  to  cover  the  100  per 
cent  duties.  The  EU  has 
already  brought  a WTO  com- 
plaint against  the  March  3 
measures,  which  could  go  to 
a panel  if  consultations  this 
week  do  not  resolve  the  dis- 
pute. 

Yesterday's  WTO  authoris- 
ation for  sanctions  was  the 
second  in  the  51-year  history 
of  the  WTO  and  Us  predeces- 
sor. Gatt.  In  1952  the  Nether- 
lands was  allowed  to  impose 
quotas  on  imports  of  US 
wheat  flour. 


By  David  PiDIng, 
Pharmaceuticals  Correspondent 


Number  of  German 
biotech  companies 


Germany  is  threatening  to 
overtake  the  UK  as  the  Euro- 
pean country  with  the  high- 
est number  of  biotechnology 
companies,  as  its  push  to 
kick-start  the  sector  with 
government  funds  begins  to 
pay  dividends. 

According  to  a report  by 
Ernst  & Young  released 
today  to  coincide  with  the 
annual  European  Life  Sci- 
ences conference  in  Amster- 
dam. Germany  has  225  bio- 
tech companies,  against  270 
in  the  UK.  Five  years  ago. 
Germany  had  almost  no  life 
science  start-ups  at  all. 

France.  traditionally 
Europe's  second  centre  for 
biotechnology,  is  a distant 
third  with  150  companies. 
Behind  it  come  Israel.  Swe- 
den. Switzerland  and  the 
Netherlands. 

The  rise  of  the  sector  in 
Germany  has  so  concerned 
the  UK  government  that  last 
week  it  set  up  a team  of  aca- 
demics and  entrepreneurs  to 
find  ways  of  protecting 
Britain's  narrowing  lead. 

Last  year,  the  Department 
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of  Trade  and  Industry  sent 
an  expert  mission  to  Ger- 
many. Its  report  concluded 
that  Bonn's  aim  of  becoming 
Europe’s  biotechnology 
leader  had  matured  from  "an 
act  of  political  bravado”  to 
being  "a  good  deal  more 
plausible”. 

The  catalyst  in  Germany 
has  come  from  the  Bio  regia 
initiative,  which  allocated 
federal  funding,  and  encour- 
aged states  to  provide 
matching  funds  and  soft 
loans  to  start-up  companies. 

Venture  capitalists  are 
often  able  to  triple  or  even 
quadruple  their  initial 
investment  by  applying  for 
official  funds. 

In  the  UK.  the  government 
has  been  reluctant  to  help 


companies  with  direct 
grants,  though  it  is  currently 
examining  a series  of  mea- 
sures, such  as  tax  breaks, 
aimed  at  encouraging  the 
sector. 

Backing  from  Bonn 
appears  to  have  changed 
public  attitudes  in  Germany. 
When  Morphosys  was 
founded  in  the  mid-1990s,  the 
Munich-based  company 
picked  a name  without  the 
word  “gene"  in  it.  so  as  not 
to  prompt  controversy. 

Now.  opinion  polls  show 
the  public  strongly  supports 
biotech  companies  in  the 
Geld  of  human  health,  seeing 
them  as  generators  of  well 
paid  jobs  and  potential  medi- 
cal breakthroughs. 

As  a result  several  promi- 
nent scientists  from  the  Max 
Planck  Institute  and  other 
universities  have  emulated 
their  US  colleagues  by  spin- 
ning out  their  research  into 
companies. 

Some,  such  as  Patrick 
Bauerle.  a leading  academic/ 
entrepreneur  who  recently 
joined  Micromet,  based 
in  Munich,  have  returned 
from  the  west  coast  of 
America  to  become  Involved 


in  home-grown  companies. 

“The  industry  is  reaching 
a critical  mass  in  Germany, 
says  Robert  Zegdaar,  a part- 
ner at  Atlas  Venture,  f 
strong  backer  of  biotechnol- 
ogy in  Europe. 

But  in  some  ways,  Ger- 
many remains  a distant  sec- 
ond to  the  UK.  Last  month. 
Morphosys  became  the  first 
biotech  company  to  go  pub- 
lic after  a successful  Neuer 
Markt  listing.  The  UK  has 
about  40  public  biotech  com- 
panies. 

' Moreover,  two  British 
companies.  Chiroscience  and 
Vanguard,  have  received 
regulatory  approval  for  their 
products,  a local  anaesthetic 
and  a migraine  pill  respec- 
tively. 

The  most  advanced  Ger- 
many company  is  years 
away  from  that  important 
. landmark. 

UK  investor  confidence 
has  been  so  shaken  by  a 
series  of  scandals  and  mis- 
haps that  even  news  of  the 
Gist  product  approvals  has 
failed  to  wake  things  up. 
Several  companies  saw  their 
share  price  drop  by  three- 
quarters  last  year. 


Aerospace 


JOINING  THE  WTO  WITH  ENTRY  FOR  CHINA  INCREASINGLY  LIKELY  THIS  YEAR,  TAIPEI’S  HOPES  OF  ACCESSION  TO  THE  WORLD  TRADE  BODY  ARE  RISING 


Taiwan  waits  patiently  in  line  behind  China 


By  Mure  Dickie  In  Taipei 


The  biggest  obstacle  to 
Taiwan's  entry  to  the  World 
Trade  Organisation  is  a 
minor  dispute  over  tariffs  on 
certain  cuts  of  Canadian  beef 
and  pork  - and  the  objec- 
tions of  a political  rival  that 
is  not  even  a member  of  the 
global  trade  club. 

China's  insistence  that  it 
be  allowed  to  jolu  the  WTO 
ahead  of  what  it  considers  a 
wayward  province  means 
the  recent  stalling  of 
Sino-US  efforts  to  strike  a 
deal  on  Beijing's  entry  has 
cast  new  doubt  on  Taiwan's 
decade-long  accession  effort 

Hopes  remain  that  despite 
the  disappointments  of  Chi- 
nese Premier  Zhu  Rongji's 
visit  to  the  US  last  week, 
China  will  secure  a place  in 


the  WTO  this  year.  But  even 
if  those  hopes  fade  further. 
Beijing's  widespread  support 
among  WTO  members  gives 
Taiwan  little  choice  but  to 
continue  cutting  tariffs,  qui- 
etly canvassing  for  interna- 
tional support  and  hoping 
for  the  best. 

“The  politics  of  entry  are 
beyond  the  control  of  the 
Taiwanese  government," 
says  Daniel  Liu.  head  of  the 
international  division  at 
Taiwan's  Chung-Hua  Institu- 
tion for  Economic  Research. 
“We  have  to  wait  for  China." 

Taiwan  has  already  done 
much  of  the  hard  work  of 
trade  liberalisation.  All  but 
two  of  the  26  WTO  members 
who  requested  bilateral 
negotiations  on  the  terms  of 
its  entry  have  reached  agree- 
ment. Canada  is  holding  out 


Issue  of  telephone  licences  will  boost  liberalisation 


Taiwan  will  issue  new 
operating  licences  for  fixed 
line  and  wireless  telephone 
systems  by  the  end  of  this 
year  as  part  of  market 
liberalisation  measures 
agreed  by  WTO  members. 
Opening  the  island's 
telecom  market  is  viewed  as 


a prelude  to  membership. 

The  Directorate  General  of 
Telecommunications  has 
placed  no  limit  on  the 
number  of  licences  it 
will  initially  issue  but 
will  not  issue  any  more 
until  2004  to  allow  the  first 
group  of  licence  holders 


time  to  get  established. 

Analysts  expect  the  land- 
based  telecommunications 
segment,  dominated  by  the 
government-owned  Chung 
Hwa  Telecom,  to  generate 
more  interest  than  the 
low-tier  wireless  telephone 
sector. 


over  pre-accession  favours 
Taiwan  granted  to  the  US  for 
certain  meat  imports,  but 
the  sums  Involved  are  rela- 
tively small  and  a resolution 
appears  likely. 

The  other  hold-out  is  Hong 
Kong,  which  initialled  a 
bilateral  agreement  with 
Taipei  in.  1997  and  had 
resolved  all  queries  on  it  by 


late  1998.  Hong  Kong  trade 
officials  decline  to  explain 
why  they  have  no  plans  to 
sign  the  agreement  soon  - 
but  they  dismiss  suggestions 
Beijing  is  involved,  saying 
the  former  British  colony 
has  the  final  say  in  its  deal- 
ings with  WTO  applicants. 

Even  without  Hong  Kong 
as  a block,  Taipei  is  poorly 


placed  to  overcome  Chinese 
opposition  to  its  WTO  entry, 
which  must  be  approved  by 
a consensus  of  members  or 
by  a two-thirds  majority. 
Pressure  ftom  China  has 
made  Taiwan.  Beijing's  bit- 
ter rival  since  defeated 
Nationalist  forces  fled  there- 
in 1949,  a virtual  diplomatic 
pariah. 


Exclusion  from  interna- 
tional organisations  or  mem- 
bership under  names  that 
deny  any  national  identity  - 
Taipei  is  applying  to  the 
WTO  as  a customs  territory 
- has  not  stopped  Taiwan 
becoming  the  world's  14th 
largest  trading  power.  It  has. 
however,  left  the  island  of 
21m  people  with  much  less 
clout  than  its  powerful  econ- 
omy would  otherwise  allow 
it  to  command. 

The  idea  that  Beijing,  as 
the  legitimate  government  of 
all  China,  must  have  prece- 
dence was  raised  at  the 
WTO's  predecessor  body,  the 
General  Agreement  on  Tar- 
iffs and  Trade,  in  1992.  While 
some  members  voiced  oppo- 
sition. that  position  has 
since  been  widely  accepted 
as  an  “understanding"  in  the 


cloudy  world  of  trade  diplo- 
macy. 


Taiwanese  leaders  From 
President  Lee  Teng-hui 
downwards  try  to  counter 
that  understanding  by  call- 
ing for  all  applications  to  be 
considered  on  their  own 
merits.  It  is  a position  ech- 
oed by  Washington,  but 
there  appears  little  chance 
the  US  will  further  test  its 
rocky  relations  with  Beijing 
by  championing  'Taiwan's 
trade  cause. 


A mare  conciliatory 
approach  may  be  reflected  in 
recent  suggestions  by 
Taiwan  that  its  WTO  cam- 
paign could  include  a relax- 
ation of  the  tight  restrictions 
on  trade  with  the  mainland 
- a policy  Beijing  would  wel- 
come. 


Airbus  Industrie,  the  . 
European  consortitraa,.- 11 
announced  a further  success  -. 
in  Latin  America  yesterday 
with  the  sale  of  12  long-haul  _ 
aircraft  to  Aerolineas  Axgeh- : 
tinas.  • 

The  Argentine  earner  r 
ordered  12  A340  aircraft/- 
making  it  the  first  Latin:1.' 
American  airline  ' to  - buy.;, 
four-engined  long-haul  air-  . 
craft  from  Airbus.  Airbus‘s 
would  not  disclose  the  value 
of  the  sale  but  the  list  pried 
of  the  12  aircraft  is  about 
$l_5bn.  • 

The  order  follows  the  dec!-: 
sion  last  year  by  LanChile, 
the  Chilean  flag  carrier,  - 
of  Brazil  and  Taca,  a group 
of  five  Central  American  .air: 
lines,  to  buy  up  to  179  oar-: 
row-bodied  short-haul  Air- 7 
bus  aircraft.  Latin  America- 
bad  long  been  seen  as  the 
preserve  of  Boeing,  Airbus's 
US  rival. 

Aerolineas  Argentinas  is 
buying  six  of  Airbus's  newly 
launched  300-seat  A340-600 
aircraft  to  replace  Us  Boeing 
747s.  The  remaining  aircraft 
will  be  smaller  A340-200S  and 
A340-300S,  which  will  start 
entering  service  this  sum-; 
mer. 

The  airline  said  it  planned 
to  use  the  aircraft  on  ser- 
vices from  Buenos  Aires  to 
Auckland.  Sydney,  Paris  and 
Rome.  David  Cush.  .Aero- 
lineas Argentina's  chief 
operating  officer,  said:  “The  • 
three  different  versions  of  ; 
the  AMO  provide  us  with  the 
flexibility  we  need  to  meet 
varying  demand  on  our 
ultra-long- haul  routes.  The 
A340-600  will  provide  us  with 
the  high  capacity  that  we 
need  to  replace  our  Boeing 
747  fleet” 

The  A340-600  competes 
with  smaller  versions  of  the 
747  and  with  the  twin-en- 
gined 777,  Boeing's  newest  ' 
aircraft.  Although  the  777 
has  been  well-received  by 
airlines,  Airbus  has  argued 
that  many  earners  and  pas- 
sengers prefer  four-englned  - 
aircraft  for  long  journeys. 
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^ JOHNSON  ACTS 

US  group 
shies  from 
Games  deal 


THE  AMERICAS 


By  Patrick  Harverson  in  London 


The  Olympic  corruption 
v scandal  has  claimed  its  first 
M sponsorship  victim  after 
Johnson  & Johnson  con- 
firmed it  had  abandoned 
plans  for  a $30m  sponsorship 
deal  with  the  2002  Winter 
Olympics  in  Salt  Lake  City. 

The  New  Jersey-based 
healthcare  products  group 
said  it  was  not  proceeding 
with  the  sponsorship  partly 
because  of  allegations  that 
Salt  Lake  City  officials 
bribed  members  of  the  Inter- 
national Olympic  Committee 
during  the  city's  successful 
bid  to  host  the  games. 

John  McKeegun,  a John- 
son & Johnson  spokesman, 
said  while  an  internal  dis- 
agreement about  how  to 
market  the  group's  different 
brands  during  the  Olympics 
was  the  main  reason  for  not 
taking  up  the  sponsorship, 
the  corruption  scandal  also 
played  a part  in  the  decision. 
Tt  was  always  going  to  be  in 
the  bank  of  people's  minds,” 
be  said. 

Johnson  & Johnson  is  the 
^ first  company  to  admit  the 

r scandal  contributed  to  its 

*■  withdrawal  from  the  Olym- 

pics. The  group  has  been 
involved  with  the  Games  for 
several  decades  as  a provider 
of  products  to  US  athletes, 
hut  had  planned  to  step  up 
its  involvement  and  become 
a main  sponsor  of  the  US 
Olympic  Committee  (USOC). 

The  USOC  and  the  'Salt 
Lake  Organising  Committee 
(SLOG)  still  need  to  raise 
from  sponsors  about  t30Qm 
in  cash,  goods  and  services 
to  meet  the  $L45bn  cost  of 
putting  on  the  games. 

Although  US  rrfflriaig  have 
f,  admitted  that  some  sponsors 
have  been  cautious  about 
agreeing  sponsorship  . deals 
because  of  the  scandal,  they 
remain  confident  about  their 
ability  to  raise  all  the  money 


needed  for  the  event 

Mark  Lewis,  vice  president 
of  marketing  at  the  SLOG, 
said  yesterday;  rwe  are  in 
negotiation  with  about  25 
companies  and  have  found 
they  are  still  very  receptive 
to  pursuing  sponsorships.” 
He  said  the  Olympic  organis- 
ers hoped  to  announce  sev- 
eral new  sponsors  soon. 

The  scandal  broke  late  last 
year  when  a senior  IOC  offi- 
cial claimed  several  IOC 
members  had  received 
money,  gifts  and  other 
inducements  to  support  Salt 
Lake  City's  bid  for  the  2002 


‘It  was  always 
going  to  be 
in  the  back  of 
people’s  minds’ 


games.  Investigations 
revealed  the  city's  bid  com- 
mittee had  offered  $1.2m  in 
cash,  scholarships  and  other 
gifts  to  IOC  members. 

The  findings  led  to  the 
departure  of  several  officials 
from  the  Salt  Lake  City 
organising  committee,  and 
the  resignation  or  expulsion 
of  ID  IOC  members.  Also,  the 
IOC  was  forced  to  change  its 
bidding  procedures  and  initi- 
ate other  Intmmal  reforms.  - 

Despite  damage  done  to 
the  Olympic  movement  by 
the  bribery  scandal,  none  of 
the  II  multinational  corpora- 
tions, which  each  pay  the 
IOC  about  $5flm  for  the  main 
worldwide  Olympic  sponsor 
ship  rights,  has  pulled  out  of 
badtingthe  Games. 

However,  at  least  one 
sponsor.  John  Hancock,  US 
ftnanritfl  services  group,  ban 
suspended  plans  to  acquire 
Olympics-related  advertising 
time  on  US  network  TV  , 
because  of  the  bad  publicity. 


Toronto  hit  by 


SOUTHERN  CRUSADE  APPEAL  FOR  RACES  TO  UNITE 

- i- • : : 


Jackson  trawls  south 


to 


vote 


By  Betty  lii  hi 


On  a cool  morning  yesterday 
about  30  residents,  mostly 
black  but  some  white,  of  the 
Mississippi  town  of  Wave- 
land  trickled  In  through  the 
creaky  ■ screen  , doors  and 
grabbed  a muffin- or  two  as 
the  reverend  Jesse  Jackson 
began  his  Southern  Crusade 
speech. 

A few,. moments  later  the 
enduringly  influential  Mr 
JapkBpo,  hair  a bit  greyed 
but  frame  still  sturdy,  qui- 
etly implored  the  listeners  to 
vote  and  fight  for  better 
healthcare,  education,  and  a 
basic  standard  of  living. 
Though  the  atmosphere  was 
subdued,-  the  message  was 
the  same;  blacks  and  whites 
must  unite  to  ensure  eco- 
nomic security.  And  they 
must  vote  for  the  same  lead- 
ers who  will  give  that  assur- 
ance. 

Although  Mr  Jackson  is 
spreading  the  message  of 
economic  unity  and  better 
welihre,  the  point  of  his  tour 


is  to  encourage  blacks  to  reg- 
ister and  then  vote  Demo- 
crat At  the  last  congressio- 
nal elections,  in  November, 
the  Democrats  succeeded  in 
baiting  the  Republican 
sweep  of  the . South  and 
reclaimed  some  of  their  old 
stamping  grounds.  Now  the 
black  vote  is  seen  as  central 
to  the  outcome  of  nfTfr 

presidential  election. 

George  W.  Bush,  the  Texas 
governor  and  frontrunner 
for  the  Republican  presiden- 
tial nomination,  trap  a 
point  of  embracing  black 
voters.  His  brother,  Jeb,  the 
governor  of  Florida,  has 
done  the  same. 

Mr  Jackson's  brief  inter- 
lude in  Waveland  was  a 
break  in  what  has  so  far 
been  a highly  charged  week- 
long  crusade  through  back- 
water towns.  Mississippi  has 

thw  highest  iTtfawt  mortality 

rate  in  the  country  and;  foe 
median  income  is  a third 
lane  ffrav»  the  national  aver- 
age. divides  often  run 
too  far  and  too  deep  for  polit- 
ical unity. 


"Thirty  years  ago  the 
South  was  so  intensely 
divided  on  issues  [of  race!. . . 
and  the  right  to  vote  that  it 
couldn't  address  the  eco- 
nomic issues  of  a unifying 
workforce,"  he  says. 

For  him,  the  people  gath- 
ering at  his  pit-stops  - 
mostly  in  Mar*  churches  - 
represent  a new  majority.  He 
believes  a unity  of  blacks 
and  whites  is  forming 
against  economic  injustice  - 
a majority  that,  in  time, 
threatens  to  muffle  the  poli- 
tics of  an  older  South  built 
primarily  on  racial  fears. 

He  has,  though,  conspicu- 
ously strayed  on  to  enemy 
ground.  Despite  the  friendly 
handshakes  and  compli- 
ments on  Sunday  morning  at 
the  Galloway  United  Meth- 
odist Church  in  Jackson, 
local  newspapers  reported 
that  some  members  of  the 
congregation  were  upset 
that  Mr  Jackson  was  using 
the  pulpit  to  preach  politics. 

The  former  presidential 
candidate  says  bis  Southern 
Crusade  is  solely  about 
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Jttu  Jackson:  influential  campaigner  implored  Ms  listeners  to  vote 


Reuters 


shared  economic  security 
and  racial  healing. 

A senior  member  of  his 
entourage  says  Ronnie  Mus- 
grove,  Mississippi's  lieuten- 
ant governor  and  Demo- 
cratic candidate  for  the 
governorship,  tried  to  stop 
the  tour.  Only  when  he  real- 
ised striking  steelworkers 
strongly  backed  Mr  Jackson 
did  Mr  Musgrove  then 
embrace,  politically  and 


physically,  Mr  Jackson's 
arrival  in  Natchez  - the 
highest-ranking  state  official 
to  do  so  thus  far. 

At  the  all-black  New  Hope 
Baptist  Church  in  Jackson, 
one  of  the  first  stops  on  the 
crusade,  there  were  a series 
of  colourful  paper  circles 
taped  to  a hallway  wall, 
arranged  so  that  the  circles 
formed  the  body  of  a cater- 
pillar. Beneath  a heading 


"Developing  Good  Character- 
istics", children's  names 
were  scribbled  on  the  circles 
personifying  what  each  one 
wanted.  For  Brad,  peace; 
Adora,  truthfulness;  Ken- 
neth, virtue;  and  Tyesha, 
friendliness. 

They  may  be  too  young  to 
vote,  but  the  children  listed 
qualities  that  many 
Americans  seem  to  think  are 
lacking  in  their  politicians. 
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Colombia  to  renew  talks  with  guerrillas  today 


In 

Ch 


I 


By  Adam  Thomson 
hi  Bogota 


The  . Colombian  government 
will  renew  talks  with  left- 
wing  gueniBa  leaders  today 
in  what  may  prove  the  last 
realistic  chance  of  hammer- 
ing out  a.specific  agenda  to 
end  35  years  of  fighting. 

The  meeting  with  leaders 
of  the  Revolutionary  Armed 


Forces  of  Colombia  (Fane),; 
the  country's  largest  rebel 
group,  ends  a two-month 
deadlock  after  guerrillas  uni- 
laterally postponed  the  talks 
late  in  January. 

On  that  occasion,  Fare 
leaders  decided  to  “freeze" 
the  peace  process  until  foe 
government -bad  shown  “sat- 
isfactory results”  in  combat- 
ing rightwing  paramilitary 


groups  which  have  mush-  ■ 
roomed  recently  In  response 
to  the  guerrillas. 

There  is  little  optimism 
the  two  sides  will  make 
much  progress,  despite  foe 
rebels'  return  to  the  table 
anil  government  determina- 
tion to  agree  on  ah  agenda 
which  will  allow  talks  to 
begin  in  earnest 

Ending  the  conflict  - esti- 


mated to  have  cost  thou- 
sands of  lives  and  more  than 
two  percentage  points  of 
gross  domestic  product 
growth  a year  - has  become 
foe  main  concern  for  Presi- 
dent Andr6s  Pastrana's 
administration  since  it  came 
to  power  last  August 
In  an  unprecedented  con- 
cession to  the  Fare  last 
November,  the  government 


withdrew  all  its  military 
presence  from  five  munici- 
palities - an  area  larger 
than  Switzerland  - so  that 
talks  could  go  ahead. 

In  contrast,  the  Fare, 
which  numbers  12,000-15.000 
and  is  now  stronger  than  at 
any  previous  time  in  its  35: 
year  history,  has  made  no 
concessions. 

Since  talks  officially 


started  on  January  7,  the 
rebels  have  made  no  men- 
tion of  a ceasefire  during  the 
peace  process  or  of  laying 
down  their  weapons  in  the 
event  of  a peace  accord. 

With  just  over  two  weeks 
before  demilitarisation  of  the 
municipalities  ends,  analysts 
say  the  guerrillas  will  be 
pressing  the  government 
hard  for  an  extension. 


E-mails 
to  target 
party 
activists 


By  Scott  Mofriun  in  Toronto 


Striking  workers  shut  down 
Toronto’s  public  transport 
system  yesterday, : forcing 
about  800.000  commuters  to 
find  alternative  means  of 
getting  to -work.  r‘. 

Traffic  on  Toronto's, 
streets  was  much  heavier 
than  normal,  -during  -the 
morning  rush  bean;  but  pre- 
dictions of  traffic  chaos  did 
not  materialise.  Bus  and 
train  users:  resorted  to  car 
pooling,  taking  taxis,  cycling 
and  walking  to  work. 

Mike  Harris.  Ontario's  pre- 
mier.. yesterday  said  he 
would  recall,  the  provincial 
legislature  to  legislate  an 
end  to  the  strike  within:  a 
day  or  two.  With  a provin- 
cial election  anticipated  this, 
spring;  Mr  Harris  is  widely 
expected  to  resolve  foe  waK- 
outquickly.  • : 

The.  strike  ■ Is  the  latest 
example  of  growing  unrest 
within  Canada's' public  sec- 
tor. which  for  several  years 
accepted  tiny  wage  increases 
in  exchange  far  job  security. 
That  enabled  foe  country’s 
federal  and  provincial  gov- 
ernments to  reduce  their  de£ 


idts  qxdckly.  Bril.  union  mili- 
tancy has  increased  as  inure 
governments  announce  their 
finances  are  in  order. 
'•-Toronto’s:  7,800.  subway 
ednductore,  bus  drivers  and 
support  staff,  who  have 
"received  alper  cent  pay 
increase  for  the  last  seven 
yarns,  voted  overwhelmingly 


at  foe  weekend  to  reject  the 
transit  commlsskm’s  final 
offer-  The  union  was  seeking 
-a  3 per  cent  pay  increase  for 
each  of  the  nert.threeyeacs.- 
wftiie  -the  commission  had 
ojEferea-2  per  Cent  a year. 

The  commission  collects 
about  80  per  cent  of.fts  reve- 
nues through  fares,,  with  the 
remaining  20  per  cent  .com- 
ing from  foe  city  of  Toronto. 
But  the  mayor’s  refusal  .fo 

r - local  taxes  has  meant 
commission,  does-  not 
have  the  revenue  „tg  ;meet 
union  demands-  Jig#?. 

Most  ■ retaflers>  jg&k 
appeared  -to  b£vtdnalztit& 
normally-  yesterday'.  -.Cana- 
. da's  banks,  htadquartered1  jn 
Toronto's  central  district** 
said  they  had:  implemented 
flexible  Work  hours  and.  were 
allowing  some  employees  to 
wcakr-from  hoina. 


$5bn 


By  Haney  Owns  In  Washington 


The  major  league  ball  .Harks, 
stadiums-aiid  arenas. .to 

which' Americans  flock  ham 
cost  US  taxpayers  mote  than 
$5Jbn  since  1989  arid,  will 
cost  at  least  another  $9bn:*n 
coming  years,,  says  to;  a 
study  released  by  the  Wmhr 


Wrtgley  Field  in  ] Cbl&go, 
'and.  hockeys  -.Maple  Leaf 
Gardens  fo  Tattmte^^tev^ 

land-  was  the  first  city- to- 
gfve^  toiporate  welfare  . to 
baseball  L by  financing;  a 


Wiiiywy— f V., a-"  - - 

-sftfter  foat-teffl#  7****  *? 


for  foe  best  deals.  ■■ 


The  scramble  for  sports. 
taawic  by  US  cities.  marked. 
by  generous  offers  oftaxpay* 

pf .financed  stedivtjns  and 

parks,  benefits'  only  players 
and  team  owners,  who  reap 
miffinwe  in  TV  revenues,  .the; 
study  says.  la  this  century- 
more  than  520bn  has  been 
spent-  tm  homes  for  baseball,  ■ 
football,  basketball  and 
hockey  teams.  r 
Before  the  Great  Depres- 
sion,. stadiums  were  built 
with  private  funds-:  These 
included  baseball's  . Yankee 
stadium  in  New  York  and 


* 

fnaa'New  ToritJn  Sari.  Wan- 
Cisco  where  they  vrerisiwft 
use  pfa  dROOMO j»0.«eM;  ste; 

■ fKniiV-  . '* 

-The  $S2m.-  facility  was 
thought  a failure,  because 
players  were  subject  fo  cold 
winds  blowing  off  San  Fran- 
cisco Bay.  s'-..’  1 . ’ ' 

Sjperts  Pnte.Tfie  Cbstfy  Belor 
tionship  Betioexn  ‘ Major 
League  SjaSfitf  ■ and  Gooem- 
meat.  Available  at  http:! I 
toil)  v>.  onto,  orglpu  bstpos/pa^ 
33$e$Ji£mI  or  front-  Goto  Hast*' 
. rnie;  1000  Massachusetts  Ave 
MW.,  Washington  D.G  20001 


By  Roger  Taylor 
to  San  Francisco 


Candidates  in  the.  race  to 
win  the  .nominations. for 
pete*  year's , US  presideutW 
; election,  are  being  offered  a 
service  that  will  allow  them 
to  target  e-mail  advertise- 
ments directly  at  registered 
Democrats  and  Republicans. 

Aristotle-  Publishing, 
which  specialises  in  provid- 
ing internet  services  to  polit- 
Jcal  organisations,  is  work- 
ing with  leading  internet 
service  provident  fo  match, 
names : and  addresses  of 
users  -with  state  lists  df  reg- 
istered. Democrats  and 
Republicans.  The -result  will 
be: a database  that  allows 
messages  to  be  sent  only  to 
geogde-'wtth  cm  party  affilia- 
tion ur  the  other. ' - 

Being  Ate  to  target  these 
people  is  especially  useful  as 
they  are  often  motivated  by 
the  more  extreme  political 
messages,  which  tf  broadcast 
generally  could  turn  middle 
of  the  road  voters  against  a 
candidate.  "You  want  to  gat 
some  red  meat  out  there  for 
the  true  believers,"  said 
John  Phillips,  Aristotle's 
president  H3s  service  allows 
candidates  to  .do  that  with- 
out upsetting  those  With  less 
; strong  stomachs. 

Mr  Phillips  said  Shat -cam- 
paigners using  tiw  sendee 
would  never  have  access  to 
personal  information,  about 
the  people  to  whom  they 
.were  advertising.  However, 
tiie  end  result  would  be 
much  the  same,  with  politi- 
cal groups  able  to  target  reg- 
istered, voters  of  either  party 
through  a range  of  demo- 
graphic indicators: 

Mr, Phillips  said  that  in 
fheffcy  the  service  could 
allow  advertisements  to 
address  each  recipient  by 
nam^: 'However,  hie  added. 
no  one.  wanted  to  do  this  for 
fern:  of  frightening  people  oBC 
. AriSfotJe  is  -able  to.  offer 
fiktodee  -as  ft  has-  created 
1 ‘ 1 of  all  registered 

tfce;U&  The  service 
■jy  appealing. t0, 
cajodfohtes  jin,  the early', 


ges  presidential  cam- 
registered  -party 
sjfcporiera-have  foe  greatest 
ini^eaceOver  foe  primaries, 
'-’gnly^feaui-  30  per  cent  of 
vc^s'  ssw  registered  as  stph 
r^pf'.  one  party  .pc 
tobe- 

f Snost  active  - politically 
and,  in  some  statte,  are  foe 
only  voters  allowed  to  take 
part  to  primary  elections. . 

Mr  fillips  , said-,  he  had 
already  signed  up  a number 


the  service,  although;  he 
would  not  disdose'wi^hL  He 
added:  the  interriefc'rwas'an 
ideto  medtom  to  reach  regjft 
tered  votErs-as  per- 

centage ■ of  foem  were  ■ on- 
line. - . 
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Ordes  of  madness  surround  you. 

but  you  are  perfectly  cdm.  Centred 
CootroUtog  the  chaos  with  the  new  HP  Vectra  PCs. 

* • The  Wctra  PC,  runrang  Windows  KT"  Workstation  as 
a Wmdowi’2000  Ready  PC',  uses  award-winning  TbplboU 
management  software  to  track  countless  PCs  instantly. 
Upgrade  drivers  and  BIOS  remotely.  And  troubleshoot 

costs,  under  controL  , , _ 

Leaving  you  free  to  concentrate  on 

everything  else  you  have  to  do. 
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Ratings  agency  warns  of  risks  of  credit  growth 


By  Robert  Bute,  Economics 

Mtor,  in  Washington 

A growing  number  of  the 
world’s  financial  systems  are 
weakening  In  the  face  of 
excessive  credit  growth  and 
falling  asset  prices,  accord- 
ing to  an  analysis  by  credit 
rating  agency  Standard  & 
Poor’s. 

Credit  quality  Is  deterior- 
ating in  24  of  the  61  coun- 
tries monitored  regularly  by 


S&P,  an  Increase  of  almost  a 
third  since  its  last  report  on 
financial  system  stress  in 
October.  Financial  system 
strength  is  a key  concern  of 
international  policymakers 
in  the  wake  of  the  crises  in 
Asia,  Russia  and  Latin 
America  over  the  last  two 
years. 

Brazil.  Colombia,  Ireland, 
Latvia,  Norway.  Oman, 
Romania.  Turkey  and  the 
United  Arab  Emirates  have 


all  been  added  to  the  list  of 
weakening  financial  systems 
simy  last  gphimn,  But  Chile 
has  been  taken  off  the  list 
because  of  a modest  decline 
in  domestic  credit  relative  to 
gross  domestic  product. 

The  report  said  that  visi- 
ble signs  of  weakness  were 
now  evident  in  nine  coun- 
tries: China.  Colombia,  the 
Czech  Republic.  Hong  Kong. 
Japan,  Malaysia,  the  Philip- 
pines, Romania  and  the  Slo- 


vak Republic.  Other  appar- 
ently robust  systems  are  also 
vulnerable,  including  Brazil, 
Greece.  Turkey  and  the 
US. 

"Some  of  these  systems’ 
fundamentals  are  so  poor 
that  half  of  their  assets  may 
become  problematic,  for  oth- 
ers decline  will  be  relatively 
mild,"  the  report  said. 

Most  of  the  financial 
systems  identified  by  S&P 
axe  under  pressure  because 


of  unsustainable  aggregate 
credit  growth  or  are  vulnera- 
ble because  of  a marked  shift 
in  their  external  position. 
Others  show  signs  of  wors- 
ening fundamentals  or  erod- 
ing franchise  value  because 
the  government  is  crowding 
out  private  credit. 

S&P  looks  at  a number  of 
leading  indicators  of  finan- 
cial stress,  focusing  on  credit 
growth,  corporate  and 
household  indebtedness, 


Change  of  heart  on  debt  relief  for  poor  countries 


With  present  policies  under  tire  even  within  the  World  Bank  and 
the  IMF,  the  world's  rich  nations  are  welcoming  new  proposals 
for  lifting  the  burden  of  international  debt,  writes  Robert  Chote 


Having  spent  ages  insist- 
ing they  were  doing  all 
they  could  to  relieve  the 
debt  burdens  of  the  world’s 
poorest  nations,  the  Group 
of  Seven  leading  industrial 
countries  have  undergone  a 
remarkable  change  of  heart 
over  the  last  three  months. 
Spurred  by  a proposal  from 
the  new  German  govern- 
ment. they  have  been  falling 
over  each  other  to  proclaim 
that  debt  relief  should  now 
be  deeper,  broader  and  fas- 
ter. 

This  bidding  war  owes 
much  to  Jubilee  2000.  an 
umbrella  group  of  churches 
and  other  organisations  that 
has  used  the  approach  of  the 
millennium  to  campaign  for 
debt  cancellation.  As  a 
result,  reform  of  the  existing 
debt  initiative  fbr  tbe  40  or 
so  “highly  indebted  poor 
countries"  (HIPCs)  will  be 
high  on  the  agenda  at  next 
week's  spring  meetings  of 
the  World  Bank  and  Interna- 
tional Monetary  Fund. 

The  existing  scheme  was 


launched  in  autumn  1996. 
Seven  countries  have  so  far 
qualified  for  relief  worth 
$3.1bn  in  net  present  value 
terms  (Le.  if  it  were  provided 
as  a one-off  payment). 
Uganda  and  Bolivia  have 
already  received  their  relief, 
with  the  other  five  - Bur- 
kina Faso.  Guyana,  Ivory 
Coast  Mozambique  and  Mali 
- due  to  get  theirs  between 
now  and  March  2001. 

But  a document  discussed 
by  tbe  executive  boards  of 
the  Bank  and  Fund  last 
week  concedes  that  the  ini- 
tiative is  less  helpful  than  it 
looks.  “For  the  first  seven 
countries  to  reach  the  deci- 
sion point,  estimated  sched- 
uled debt  service  payments 
after  receiving  HZFC  assis- 
tance are  not  dramatically 
different  from  the  actual 
debt  service  paid  for  the 
period  prior  to  the  decision 
point,"  it  says. 

Debt  service  payments  are 
expected  to  decline  notice- 
ably in  Guyana  after  the 
relief  has  been  delivered,  but 


PENINSULA 


less  elsewhere.  Burkina  Faso 
and  Mali  are  actually  expec- 
ted to  pay  more.  “In  absolute 
terms  the  initiative  may  not 
be  significantly  reducing 
debt  service  from  current 
levels  paid.”  the  document 
admits. 

This  Is  because  many 
HIPCs  are  in  arrears  to  other 
governments.  So  much  of 
the  relief  will  in  effect  be 
spent  regularising  relation- 
ships with  creditors,  rather 
than  providing  extra  money 
to  spend.  The  Bank  and 
Fund  point  out  that  this  will 
still  prove  valuable  over 
time  as  economic  reforms 
boost  government  revenues. 
But  most  outsiders  believe 
the  existing  initiative  offers 
too  little,  too  late. 

Five  G7  countries  have 
now  put  forward  proposals 
to  improve  the  initiative, 
with  lobby  group  Oxfam 
International  judging  that 
Canada  has  the  most  impres- 
sive proposal  to  provide 
more  relief,  more  quickly. 
Looking  at  the  G7’s.  plus 


those  of  other  countries, 
multilateral  organisations 
and  lobby  groups,  several 
common  themes  emerge. 

Debt  relief  should  be 
deeper.  The  present  initia- 
tive aims  to  reduce  debt  bur- 
dens to  a “sustainable"  level, 
defined  as  a debt-to-export 
ratio  of  about  200  per  cent. 
But  this  figure  was  based  on 
the  experience  of  all  develop- 
ing countries,  not  just  tbe 
poorest  A collapse  in  Ugan- 
da’s export  revenues, 
reflecting  lower  coffee 
prices,  has  prompted  many 
observers  to  argue  that  the 
target  should  be  lower. 

A more  fundamental  cri- 
tique argues  that  the 
initiative  should  focus 
on  the  extent  to  which  debt 
servicing  diverts  govern- 
ment revenues  from  poverty 
alleviation  measures.  The 
existing  initiative  does  pro- 
vide a few  countries  witb 
relief  on  fiscal  grounds,  but 
this  was  a political  fix  to 
ensure  that  Ivory  Coast 
would  benefit  Many  observ- 
ers would  like  fiscal  consid- 
erations to  take  centre  stage, 
accompanied  by  greater 
Incentives  to  use  the  pro- 
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asset-price  inflation  and 
external  funding  of  financial 
institutions.  But  the  indica- 
tors do  not  reflect  other  fac- 
tors that  can  prompt  a 
liquidity  crisis,  including 
rigid  exchange  rate  regimes, 
high  inflation,  a history  of 
confiscatory  action  on  bank 
deposits  or  reliance  on  flows 
of  capital  that  are  sensitive 
to  shifts  in  confidence. 

M any  countries  have  seen 
credit  rise  relative  to  the  size 


of  their  economy  over  recent 
years.  In  the  US,  credit  as  a 
share  of  GDP  has  risen  from 
94.7  per  cent  in  1993  to  129.7 
per  cent  in  1993,  while  in 
Ireland  the  ratio  has  risen 
from  70.6  per  cent  to  102.7 
per  cent  over  the  same 
period.  But  these  totals  are 
modest  fn  comparison  with 
Thailand  and  Malaysia, 
where  credit  stands  at 
about  160  per  cent  of 
GDP. 


ceeds  explicitly  for  poverty 
alleviation. 

There  is  also  pressure  to 
shorten  the  six-year  policy 
track  record  that  countries 
have  to  establish  to  qualify 
for  relief,  although  the  US 
may  be  reluctant.  Germany 
also  wants  any  increase  tn 
generosity  to  be  conditional 
on  efficient  tax  collection 
and  debt  management  in  the 
recipient  countries. 

there  is  a consensus  for 
reform,  but  how  will  It  be 
paid  for  when  not  even  the 
existing  scheme  is  fully 
financed  yet?  The  current 
initiative  is  predicted  to  cost 
about  $l6bn  in  net  present 
value  terms,  although  less 
than  SlObn  in  the  likely 
event  that  Liberia,  Somalia 
and  Sudan  cannot  qualify. 
Canada’s  proposal  to  lower 
the  debt-to-export  ratio,  cut 
the  length  of  the  track 
record  and  broaden  eligibil- 
ity could  add  another 
$lG.8bn,  to  take  one  example. 

There  is  now  a consensus 
that  some  money  should  be 
provided  by  selling  and  rein- 
vesting up  to  10  per  cent  of 
tbe  IMF's  $30bn  gold 
reserves.  The  UK  has  also 
called  for  some  of  the  Euro- 
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pean  Union's  aid  budget  to 
be  diverted.  But  fmanring  an 
expanded  initiative  would 
need  more  resources  still, 
especially  as  the  World 
Bank's  finances  are  already 
stretched  and  those  of  sev- 
eral other  multilateral  devel- 
opment hanks  near  breaking 
point. 


Bigger  donations  from 
individual  donor  govern- 
ments look  unavoidable. 
Having  raised  expectations 
so  enthusiastically  over  the 
last  three  months,  other 
donors  are  now  waiting  with 
Interest  to  see  if  the  G7  is 
willing  to  put  its  money 
where  its  mouth  is. 


Gadaffi  brokers 
‘Congo  peace’ 


By  Marie  Huband  n Cairo 

Muammer  Gadaffi,  the 
Libyan  leader,  has  brokered 
a peace  agreement  between 
the  Ugandan  and  Congolese 
presidents,  aimed  at  ending 
the  nine-month  war  in  the 
Democratic  Republic  of 
Congo,  Libyan  state  media 
said.  But  the  Congolese  reb- 
els said  they  were  not  party 
to  the  deal  and  it  was  mean- 
ingless without  them. 

Yoweri  Museveni,  presi- 
. dent  of  Uganda,  and  Laurent 
I Kabila,  his  Congolese  coun- 
terpart, signed  an  agreement 
in  Libya  on  Sunday  which  is 
intended  to  bring  a ceasefire, 
tbe  deployment  of  an  Afri- 
can peacekeeping  force  and 
the  withdrawal  of  foreign 
troops  from  Congo. 

The  Congo  war  now 
involves  troops  from  Zim- 
babwe, Angola,  Namibia  and 
Chad  fighting  alongside 
President  Kabila’s  Congolese 
army,  against  Rwanda, 
Uganda  and  rebels  of  the 
Congolese  Rally  for  Democ- 
racy. Neither  Rwanda  nor 
the  RCD  has  signed  the  deal. 

Nevertheless,  Col  Gadaffi ’s 
role  marks  a further  step 
towards  strengthening  his 
ties  with  sub-Saharan  Afri- 
can countries.  Two  months 
ago  he  announced  a shift  in 
Libyan  foreign  policy,  away 


from  the  Arab  world  and 
towards  sub-Saharan  Africa. 
The  shift  was  regarded  by 
regional  analysts  as  having 
been  rooted  In  tbe  apparent 
reluctance  of  Arab  leaders  to 
support  Libya  in  its  conflict 
with  the  US  and  the  UK  over 
the  Lockerbie  bombing. 

A decision  in  1998  by  Afri- 
can leaders  to  ignore  an  air 
embargo  imposed  on  Libya 
by  tbe  UN  was  the  catalyst 
for  an  agreement  on  the 
Lockerbie  affair.  The  suspen- 
sion of  UN  sanctions  against 
Libya  following  its  hand- 
over on  April  6 of  two  men 
accused  of  planting  the 
bomb,  is  expected  to  allow 
Col  Gadaffi  the  opportunity 
to  play  a more  active  role  in 
regional  affairs. 

But  tbe  extent  of  tbe  Lib- 
yan leader's  influence  as  a 
regional  peacemaker  in  the 
Congo  war  will  be  deter- 
mined by  tbe  response  of  the 
non-signatories  to  the  deaL 

Rwanda's  backing  of  the 
RCD  stems  from  its  concern 
for  tbe  security  of  its  west- 
ern border  with  Congo. 
Uganda  shares  the  same  con- 
cern, but  Mr  Museveni's 
readiness  to  sign  tbe  deal 
has  revealed  the  extent  to 
which  the  conflict  is  now 
regarded  as  the  source  of 
insecurity  for  all  Central 
Africa. 


Nigeria 
set  to~  * 

cut  civil 
service 

ByWIBiafflWaflfeloljgos  , v 

Nigeria’s  ’ military 
government  !s  preparing  to  . 
sack  tens  of  thousands  of 
civil  servants,  a development  . 
likely  to  lead  to  a showdown  „ 
with  the  unions . before -the  . 
handover  to  the  elected  gov-  • •' 

eminent  next  month,  : ’.  . 

A.  senior  government  offi- 
cial said  yesterday  that  min- 
istries and  state  companies 
had  been  asked  to  draw,  up 
lists  of  “dead  wood"  employ- 
ees to  be  dismissed  by  the. 
end  of  the  month.  - 
In  practice,  he  said  this 
could  lead  to  the  firing  of  up 
to  20  per  cent  of  the  public 
work  force,  or  tans  or  thou- 
sands of  job  losses. 

By  way  of  an  example^  he 
said  that  out  of  800  employ- 
ees at  the  national  planning  ■ 
commission,  452  were  listed 
for  the  sack. 

The  government  has  no 
precise  idea  of  the  size  of  the 
dvil  service  but  estimates  of 
tbe  numbers  on  the  federal 
and  state  payrolls  reach 
more  than  lm. 

Once  known  for  its  respect 
of  procedure  and  fbr  provid- 
ing continuity  during  mili- 
tary shake-ups,  Nigeria’s, 
civil  service  is  now  bloated, 
demoralised  and  in  desper-  £ 

ate  need  of  reform. 

Civil  servants  can  barely  ™ 

live  on  their  tiny  salaries, 
and  often  survive  off  bribes, 
related  to  their  functions,  or 
earnings  from  other  jobs,  or 
trading.  Sani  Abacha,  the. 
late  dictator,  began  reducing 
numbers  last  February. 

But  his  retrenchment  pro- 
gramme was  stalled  when  he 
died  last  June  and  Abdulsa- 
lami  Abubakar  took  over. 

Since  then,  the  govern- 
ment has  been  heading  for  a 
clash  with  the  unions  after 
not  implementing  a prom- 
ised salary  Increase  of  300 
per  cent.  A 

Government  officials  say  w 
that  only  by  cutting  the 
work  force  severely,  will  any 
salary  rise  be  possible. 

In  several  states,  workers 
went  on  strike  last  week 
demanding  payment  of  sal- 
ary arrears  and  implementa- 
tion of  a revised  minimum 
wage  of  Naira  3,000  ($32)  a 
month. 

Soldiers  have  been  drafted 
in  to  ensure  continued  sup- 
plies of  water  in  some  areas. 

Several  states  have  threat- 
ened to  cut  back  their  work- 
forces. most  dramatically  in 
the  northern  Kano  state. 

Here,  the  administration 
said  it  would  sack  17,000  ^ 

workers  if  they  were  not 
back  at  work  by  yesterday. 

The  official  intention  of 
the  government  is  to  resolve 
these  disputes,  and  cut  the 
workforce  to  a more  manage- 
able size  by  tbe  time  Ohis- 
egun  Obasanjo.  the  presi- 
dent-elect. takes  over  on 
May  29.  % 

But  with  only  six  weeks  to 
go  before  the  official  hand- 
over, and  industrial  unrest 
growing,  it  seems  likely  that 
General  Obasanjo  will  have 
to  take  on  the  unions  early 
in  his  tenure. 

The  looming  balance  of 
payments  crisis,  and  the 
depleted  treasury  he  is  likely 
to  inherit,  will  leave  him 
little  room  for  manoeuvre  in 
negotiations.  “ ! 


j; 


Machel  tells  of  tragedy 
of  Africa’s  child  soldiers 


By  Victor  MaBst  in  Maputo 

More  than  120,000  children, 
some  as  young  as  seven,  are 
serving  as  soldiers  in 
Africa's  numerous  wars, 
according  to  a report 
released  yesterday  at  a con- 
ference in  the  Mozambican 
capital  Maputo. 

“We  have  to  tell  our  gov- 
i emments  and  rebel  groups 
that  enough  is  enough," 
Graca  Machel,  children's 
rights  campaigner,  widow  of 
tbe  late  Mozambican  leader 
&unora  Machel  and  now 
wife  of  Nelson  Mandela, 
South  African  president,  told 
the  meeting.  “If  adults  want 
to  kill  each  other  it's  their 
responsibility,  but  we  cannot 
accept  children  killing  for 
us.” 

She  commented  bitterly  on 
the  recent  spread  of  conflicts 
across  a continent  “boiling" 
with  warfare,  "it’s  as  if  we 
didn't  have  enough  wars  and 
still  needed  to  start  conflicts 
more  bloody  than  the  oth- 
ers.” Mozambique,  where 
thousands  of  children  took 
part  in  a long  dvil  war,  is 
now  at  peace  and  struggling 
to  rehabilitate  the  former 
soldiers  into  ordinary  life. 

The  report,  published  by 
tbe  multinational  Coalition 
to  Stop  tbe  Use  of  Child  Sol- 


diers. says  the  government 
armies  of  Angola,  Burundi, 
Congo-Brazzaville,  the  Dem- 
ocratic Republic  of  Congo, 
Liberia,  Rwanda,  Sierra 
Leone,  Sudan  and  Uganda 
are  guilty  of  recruiting  chil- 
dren “almost  as  a matter  of 
course". 

Rebel  organisations  also 
abduct  children  from  schools 
and  force  them  to  join  guer- 
rilla armies  as  spies,  helpers 
and  front-line  soldiers.  Most 
child  fighters  are  boys,  but 
some  are  girls  who  are  first 
used  as  “girlfriends"  by 
adult  troops. 

Child  soldiers  are  victims 
of  cruelty  and  violence,  but 
quickly  become  perpetrators 
as  well,  the  report  shows.  In 
Algeria,  for  example,  a 
woman  described  how  some 
boys  of  about  12  who  had 
helped  massacre  her  fellow- 
villagers  decapitated  a 15- 
year-old  girl  and  played 
"catch”  with  her  head. 

Africa  is  not  the  only  con- 
tinent with  child  soldiers  - 
Asia  and  Latin  America  are 
also  affected  and  there  are 
thought  to  be  about  300.000 
soldiers  worldwide  below  the 
age  of  18  - but  the  problem 
in  Africa  has  been  exacer- 
bated by  the  fragmentary 
nature  of  its  civil  wars,  often 
involving  several  rival 


groups,  and  the  length  of 
time  for  which  the  conflicts 
continue. 

Olara  Qttmrrn,  special  rep- 
resentative of  the  UN  sec- 
retary-general responsible 
for  children  affected  by 
armed  conflict,  said  that,  in 
long-running  wars,  adults 
soon  became  disillusioned 
and  armies  resorted  to  chil- 
dren to  make  up  their  num- 
bers. Children  . were 
recruited  for  the  most  cyni- 
cal of  reasons:  they  are 
“easy  to  indoctrinate,  easy  to 
mould  into  a ruthless, 
unquestioning,  efficient 
weapon  of  war”. 

As  yesterday's  report 
points  out,  child  soldiers  in 
Africa  can  often  be  seen 
manning  roadside  check- 
points while  adult  troops 
^and  well  back  “so  that  if 
bullets  start  flying,  it  is  the 
cmldren  who  are  the  first 
victims". 

Even  if  ware  could  not  be 
prevented  or  stopped,  Mr 
Otuxum  said,  there  should 
shll  be  limits  to  wartime 
behaviour. 

"Even  if  the  midst  of  the 
war  in  the  Congo,  there  is  no 
reason  to  engage  young  per- 
wns  who  are  the  future  of 
that  society,  who  are  inno- 
cent and  who  should  be  in 
school.”  he  said. 
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BLOW  FOR  TOKYO  BANK  CHIEF  DENIES  PROBLEMS  IN  ATTRACTING  POTENTIAL  BUYERS  AS  END-OF- APRIL  DEADI INE  DRAWS  NEARER 

Japan  faces  delay  over  sale  of  LTCB 


By  Gfllran  Tett  and  Naoko 
Nakanrae  in  Tokyo 


The  Japanese  government  is 
experiencing  "some  delay” 
in  its  attempt  to  sell  Long 
Term  Credit  Bank  (LTCB). 
the  recently  nationalised 
bank,  in  a blow  to  Tokyo's 
push  to  resolve  the  country's 
banking-sector  problems. 

The  admission  yesterday 
by  Takashi  Anzai.  LTCB 
president,  suggests  that  the 
bank  will  not  succeed  in 
finding  a foreign  or  domestic 
bu;  c-r  before  the  end  of 
April,  as  Mr  Anzai  had  origi- 
nally promised. 

The  sale  of  LTCB  is  con- 
sidered a big  test  of  the  gov- 
ernment's commitment  to 


reform.  The  bank  was  the 
first  to  be  nationalised  last 
year  as  part  of  the  YBO.OOQbn 
($508bn)  financial  reform 
package  of  Keizo  Obuchi,  the 
prime  minister. 

A long  delay  could  also 
prove  embarrassing  for  Gold- 
man Sachs,  the  US  invest- 
ment bank  appointed  earlier 
this  year  to  find  a buyer,  the 
first  time  a western  bank 
had  been  appointed  to  such 
a politically  controversial 
role. 

Mr  Anzai  yesterday  denied 
that  LTCB  was  experiencing 
problems  attracting  foreign 
or  domestic  potential  buyers. 
"I  have  been  surprised  by 
how  many  candidates  there 
are,"  he  said. 


The  delay  had  occurred 
partly  because  LTCB  wanted 
to  ensure  a “fair”  competi- 
tion between  foreign  and 
domestic  purchasers. 

Government  officials  are 
keen  to  avoid  a recurrence  of 
the  valuation  disputes  that 
have  dogged  South  Korea's 
attempts  to  sell  its  failed 

hanks. 

The  LTCB  delay  threatens 
to  undermine  the  planned 
sale  of  Nippon  Credit  Bank 
(NCB).  which  was  also 
nationalised  last  year.  The 
Financial  Reconstruction 
Commission  (FRO.  the  body 
overseeing  financial  reform, 
initially  hoped  to  select  a 
financial  adviser  to  start 
NCB's  sale  last  month. 


This  process  has  been 
postponed,  partly  because  of 
the  delay  in  the  LTCB  sale 
and  partly  because  of  a fresh 
controversy  among  bankers 
and  politicians  over  Gold- 
man Sachs'  role  in  the  deal. 

Masao  Njshiroura,  presi- 
dent of  Industrial  Bank  oF 
Japan,  recently  issued  a 
strong  public  criticism  of  the 
tactics  used  by  western 
banks  in  mergers  and  acqui- 
sitions. claiming  that  they 
"overcharge  the  clients". 

Keiichiro  Asao,  a member 
of  the  opposition  Democratic 
party,  is  pressing  LTCB  to 
publish  its  confidential  con- 
tract with  Goldman  Sachs. 
"Phis  will  be  paid  by  taxpay- 
ers' money  so  it  is  perfectly 


rational  that  it  should  be 
published.'*  he  said. 

The  FRC  and  LTCB  have 
refused  to  do  this,  fearing  it 
would  dissuade  other  west- 
ern banks  from  bidding  for 
contracts. 

Goldman  Sachs  has  been 
offered  a large  financial 
incentive  to  conclude  a rapid 
sale  The  FRC  fears  that  fail- 
ure to  iio  this  could  provoke 
further  political  controversy 
over  the  contract. 

Mr  Anzai  yesterday  said 
that  he  was  hoping  to  sell 
LTCB  with  assets  of 
Y12.u00bn.  after  almost 
Y5,000bn  of  clearly  bad 
assets  were  removed  to  gov- 
ernment institutions. 

Most  observers  expect  that 


the  bank  will  have  to  be  bro- 
ken up  or  sold  at  a sharp 
discount  to  find  an  indepen- 
dent buyer. 

Mr  Anzai  said  that  one  of 
“his  priorities”  was  selling 
LTCB  as  a whole,  to  safe- 
guard employee  positions. 
He  would  be  “flexible"  in 
meeting  a buyer's  needs  over 
other  matters.  "In  the  last 
resort,  this  is  a business 
deal:  it  s about  price."  he 
added. 

LTCB  was  initially  esti- 
mated to  be  insolvent  with 
about  Y340bn  worth  of  debts. 
Mr  Anzai  said  that  this  fig- 
ure had  risen  to  about 

Y2.600bn.  if  the  bank's  value 
was  calculated  according  to 
"fire  sale”  prices. 


Howard  to  fly  to  Indonesia 
as  East  Timor  alarm  grows 


By  Gwen  Robinson  In  Sydney 

The  Australian  government 
yesterday  signalled  its  grow- 
ing alarm  about  escalating 
violence  in  East  Timor  with 
a sudden  decision  by  John 
Howard,  Australian  prime 
minister,  to  visit  Indonesia 
for  talks  with  B.J.  Habibie, 
tbe  country's  president 

Mr  Howard  said  he  would 
meet  Mr  Habibie  within  the 
next  10  days,  probably  on 
tbe  Indonesian  island  of 
Bali,  to  discuss  the  deterior- 
ating situation  in  East 
Timor. 

Earlier,  Mr  Howard  spoke 
with  Mr  Habibie  by  tele- 
phone to  express  “deep  con- 
cern" about  violence  at  the 
weekend  in  the  troubled 
island  province  that  resulted 
in  at  least  30  deaths. 

Mr  Howard's  plans  for  an 
emergency  visit  come  amid 


efforts  by  Australia  to  secure 
a pivotal  role  in  Interna- 
tional negotiations  over  the 
future  of  East  Timor,  a for- 
mer Portuguese  colony  force- 
fully annexed  by  Indonesia 
in  1976. 

They  also  highlight  Can- 
berra’s growing  fear  that  the 
crisis  in  Kosovo  is  diverting 
international  attention  away 
from  East  Timor  and  grow- 
ing instability  in  other  parts 
of  Indonesia  ahead  of  the 
country's  June  national  elec- 
tion. 

Australian  officials  said 
privately  the  biggest  concern 
was  the  prospect  of 
uncontrollable  violence 
spreading  throughout  the 
Indonesian  archipelago, 
leaving  neighbouring 
Australia  to  deal  with  the 
consequences. 

Last  month.  Australia 
moved  to  double  its  number 


of  combat-ready  troops  and 
station  a 3.000-strong  “ready 
deployment  force”  in  the 
northern  city  of  Darwin  - 
one  of  the  closest  points  to 
East  Timor. 

Mr  Howard  said  the  fact 
Mr  Habibie  agreed  to  meet  at 
short  notice  indicated  he 
understood  and  recognised 
Australia's  concern  as  “very 
important”. 

He  said:  “I  don't  want  any- 
body to  be  left  in  any  doubt 
that  we  believe  the  situation 
has  deteriorated  sharply." 

In  the  strongest  statement 
yet  on  the  role  of  Indonesia's 
armed  forces  in  East  Timor. 
Mr  Howard  said  that  para- 
military groups  terrorising 
Timorese  pro-independence 
campaigners  appeared  to  be 
acting  with  the  tacit 
approval  of  the  Indonesian 
military. 

He  said  he  had  told  Mr 


Habibie  there  was  an 
“umnistakeable  impression" 
in  Australia  that  the  armed 
forces  were  not  working  to 
contain  violence  in  East 
Timor. 

Mr  Habibie  “did  not  dis- 
sent” from  that  view.  Mr 
Howard  said. 

Australian  officials  have 
privately  said  that  intelli- 
gence reports  suggest  that 
Indonesian  troops  are  sup- 
plying pro-Jakarta  paramili- 
tia  with  arms  to  foment 
violence  ahead  of  talks  at 
the  United  Nations  in  New 
York. 

Tbe  talks  with  Portugal, 
the  next  round  of  which 
is  on  Thursday,  are  intended 
to  set  the  framework  for  a 
vote  on  the  future  of  East 
Timor  following  Mr  Habi- 
bie's offer  of  autonomy  or 
frill  Independence  by  Janu- 
ary 2000. 


East  Timorese  guerrilla  leader  Xanana  Gusmao  after  meeting 
Indonesia's  justice  minister  in  Jakarta  yesterday  Reuters 


Beijing  plans 
fuel  tax  to 
fund  roads 


By  James  Harding  in  Shanghai 

China  will  introduce  a fuel 
tax  in  the  second  half  of  this 
year  to  replace  road  mainte- 
nance fees,  part  of  the  gov- 
ernment's programme  to 
impose  regular  taxes  in  the 
place  of  random  charges. 

The  fuel  tax  is  intended  to 
create  a more  orderly  tax 
environment  for  business 
but  the  new  duties  could 
weigh  heavily  on  China's  oil 
and  refinery  industries  as 
well  as  the  automotive  mar- 
ket 

Tbe  fuel  tax  together  with 
a vehicle  purchase  tax  will 
fund  the  construction  and 
maintenance  of  expressways, 
as  the  government  phases 
out  “illegal  and  irrational 
charges",  the  state  media 
has  reported. 

Some  Chinese  oil  refiner- 
ies are  concerned  the  tax 
could  widen  the  differential 
between  more  expensive 
domestic  fuel  and  imported 
oil  products.  They  fear  it 
may  stimulate  the  smug- 
gling of  oil  products,  which 
dealt  their  industry  a severe 
blow  in  1997-98. 

Automotive  manufactur- 
ers, frustrated  by  the  slow 
growth  of  the  domestic  pas- 
senger car  market  and  wor- 
ried about  the  prospect  of 
competition  from  cheaper 
imported  cars  when  China 
finally  enters  the  World 
Trade  Organisation,  also 
have  reservations  about  new 
taxes  that  may  add  to  con- 
sumer reluctance  to  buy  a 
new  vehicle. 

The  tax  will  be  set  at 
Rmb  1 (|0.12)  per  litre  of  die- 
sel and  Rmb  1.2  ($0.14)  per 
litre  of  gasoline. 

The  cheaper  rate  for  diesel 
aims  to  boost  the  use 


diesel-powered  passenger 
vehicles,  the  official.  China 
Daily  Business  Weekly,  said:  ' 

Eliminating  road  fees  fc 
likely  to  be  difficult,  as 
many  of  the  charges  are  lev- 
led  by  local  authorities  to  lift 
flagging  tax  income-  Imple- 
menting the  new  tax  may  be 
problematic  as  there  Is  no 
collection  Systran  in  place; 

It  will  be  hard  to  enforce 
taxes  on  many  fed  osas  ^ 
for  example,  ships,-  machin- 
ery and  form  vehicles.  - -;. 

The  rationalisation  of  the' 
tax  system,  however,  , is 
essential  to  the  government/ 
particularly  as  Beijing  pur- 
sues a programme  of  fiscal 
expansion  to  reflate  the 
economy.  China  has  forecast 
a budget  deficit  - of 
Rmb  I50bn  ($iShn)  this  year, 
up  56  per  cent  from  1998, 
partly  because  of  continuing 
infrastructure  spending. ' 

Chinese  government  reve- 
nues reached  Rmb  232. 4bn  In 
the  first  quarter  of  this  year, 
up  2&l  percent  year -on-year, 
lifted  in  part  by  customs 
duties  as  imports  rose 
strongly  over  the  Iasi  three 
months,  the  state-owned 
Economic  Daily  has- 
reported.  Excluding  debt  and 
interest  service  payments  ■L' 
a growing  part  of  govern- 
ment spending  - fiscal 
expenditure  rose  17.5  per- 
cent year-on-year  to 
Rmb  lS4bn. 

Car'  sales  in  China  grew  ia 
per  cent  in  the  first  quarter, 
of  this  year  compared  with 
the  same  period  of  1998,  fher 
official  International 
Finance  News  reported  yes- 
terday. The  growth  to  117,000 
sales  outpaced  the  7 per  cent 
rise  for  all  of  last  year,  point-' 
mg  to  a slight  recovery  of 
China's  automotive  industry.  - 


ADB  urges  Asia  push 
to  speed  open  trading 
and  secure  prosperity 


Asian  growth  forecasts 
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tries  should  aim  for  integra- 
tion into  the  international 


By  Peter  Montagnon, 
Ada  Editor  ' 


Asian  developing  countries 
must  become  more  aggres- 
sive in  pushing  for  an  open 
trade  system  if  they  are  to 
secure  growth  and  prosper- 
ity in  the  medium  term,  the 
Asian  Development  Bank 
(AM)  says  today. 

A modest  recovery  is 
expected  for  1999  with  the 
recession  ending  in  south- 
east Asia  and  the  newly 
industrialising  economies  of 
Hong  Kong.  Singapore, 
Taiwan  and  South  Korea. 

Across  developing  Asia  as 
a whole,  g-rowth  should 
accelerate  to  4.4  per  cent 
from  2.6  per  cent  in  1998.  the 
bank  says  iu  its  annual 
Development  Outlook. 

But  while  sections  of  the 
report  hint  at  sympathy  for 
curbs  on  capital  account 
transactions,  the  bank  says 
Asian  developing  countries 
“must  not  flinch  from  their 
commitment  to  openness.” 
in  Frade  if  longer  term  recov- 
ery is  to  be  secured. 

The  report  urges  them  to 
take  a ■'pro-active"  common 
position  in  tbe  new  round  of 
multilateral  trade  negotia- 
tions. expected  to  be 
launched  at  a World  Trade 
Organisation  meeting  in  the 
US  this  autumn. 

This  would  include  insis- 
tence on  further  tariff  reduc- 
tions for  manufactured 
goods  and  a controversial 
call  for  an  end  to  regional 
trade  arrangements  such  as 
those  operated  by  the  Euro- 
pean Union  with  the  coun- 
tries of  eastern  Europe,  the 
North  American  Free  Trade 
Agreement  fNafta)  and 
Mercosur  in  South  America. 

Trade  preferences  under 
such  regional  arrangements 
have  had  "a  large  and 
increasing  effect  on  trade 
diversion*  at  the  expense  of 
Asia  and  have  distorted 
flows  of  foreign  direct  invest- 
ment it  says.  Asia  should 
call  for  a clause  requiring 
trade  preferences  granted 
within  such  arrangements  to 
be  extended  to  all  WTO 


members  within  ten  years. 

II  the  industrial  countries 
continue  to  insist  on  negotia- 
ting a multilateral  agree- 
ment on  investment,  Asian 
developing  countries  should 
demand  that  such  an  agree- 
ment also  include  China  and 
be  negotiated  in  return  for  a 
multilateral  agreement  on 
labour  mobility,  the  report 
says.  The  implication  is  that 
China  must  be  made  a mem- 


Modest  recovery 
seen  in  1999  wrth 
recession  ending 
in  south-east  Asia 


ber  of  the  WTO  before  nego- 
tiations on  investment  are 
launched  within  that  body. 

The  report  said  such  coun- 
tries as  India  and  China 
which  had  maintained 
restrictions  on  capital 
account  transactions  had  not 
been  engulfed  by  the  finan- 
cial crisis  that  hit  the  rest  of, 
Asia  in  1997.  That  did  not 
mean  countries  which  bad  a 
high  degree  of  convertibility 
should  dose  their  capital 
accounts,  but  they  may  wish 
to  introduce  some  "friction” 
in  financial  flows,  for  exam- 
ple by  Imposing  taxes  on 
short  term  flows. 

“While  developing  coun- 


flnandal system,  this  should 
not  imply  a reckless  rush  to 
capital  account  convertibil- 
ity," the  hank  said. 

In  an  analysis  of  the 
debate  on  reform  of  the 
world  financial  architecture, 
the  bank  expressed  support 
for  the  idea  of  revision  of 
international  bond  contracts 
to  allow  for  more  orderly 
debt  restructuring.  Indus- 
trial countries  should  take 
the  lead  in  this  area,  it  said. 

A network  of  private  sec- 
tor credit  lines  backed  up  by 
multilateral  guarantees 
would  also  help  protect 
developing  countries  against 
contagious  financial  market 
crisis. 

These  proposals,  likely  to 
be  further  discussed  at  the 
IMF’s  spring  meeting  in 
Washington  this  week, 
would  help  reduce  risk  of 
future  financial  crisis  with- 
out requiring  a new  bureau- 
cracy or  large  investment  of 
public  funds,  it  says. 

The  report  is  more  ambiv- 
alent on  the  Idea  of  an  offi- 
cial Aslan  Monetary  Fund, 
though  its  analysis  expresses 
sympathy  with  the  idea  that 
such  a fund  could  comple- 
ment the  International  Mon- 
etary Fund  in  providing 
funds  to  crisis-affected  coun- 
tries and  in  developing  an 
early  naming  system. 


China’s 
exports 
may 
faU  5% 

By  Peter  Montagnon 

China's  exports  are  expected 
to  fall  5 per  cent  this  year 
and  recover  by  only  15  per 
cent  in  2000  as  the  country’s 
manufacturers  struggle  with 
a weak  external  environ- 
ment. the  Asian  Develop- 
ment Bank  warns  today. 

The  bank  makes  no  men- 
tion of  the  debate  over  deval- 
uation in  China,  but  admits 
currency  factors  are  one  rea- 
son for  its  bleak  forecast. 
Top  Chinese  officials  have 
repeatedly  rejected  the 
devaluation  option. 

Tbe  substantial  deprecia- 
tion of  many  Asian  curren- 
cies “may  eventually  erode 
the  competitiveness"  of  Chi- 
nese exports,  the  bank  says. 

About  30  per  cent  of  Chi- 
nese exports  compete 
directly  with  products  pro- 
duced elsewhere  in  the 
region. 

More  generally  the  Asian 
regional  economic  crisis  will 
continue  to  damp  demand 
for  China's  exports  as  about 
60  per  cent  of  the  total  are 
shipped  to  the  region,  it 
says. 

China  will  begin  Importing 
more  from  the  rest  of  Asia  as 
efforts  to  stimulate  domestic 
demand  begin  to  bear  fruit, 
the  bank  says. 

China's  current  account 
balance  of  payments  surplus 
will  fall  to  just  1 per  cent  or 
gross  domestic  product  this 
year  from  2.5  per  cent  in 
1998.  Next  year  it  will  almost 
disappear,  ending  up  at  a 
mere  0.5  per  cent  oF  GDP,  the 
bank  warns. 

Other  Asian  economies  are 
likely  to  have  a much  better 
year. 

Taiwan's  exports  will 
rebound  95  per  cent  in  value 
after  falling  by  a similar 
amount  in  1998.  Export 
growth  in  the  Philippines 
will  remain  high  at  13  per 
cent  compared  with  16.9  per 
cent 

But  Hong  Kong  will 
recover  mnch  more  slowly. 
Its  exports  will  grow  only  05 
per  cent  this  year  after  fall- 
ing 7.5  per  cent  in  1998. 


Malaysia  eyes  floating  global  bond 


By  Sheila  McNulty  In  Singapore 

Malaysia  is  studying 
proposals  from  international 
investment  banks  to  help  it 
raise  money,  as  early  signs 
of  a turnaround  iu  economic 
data  prompt  it  to  consider 
reviving  plans  it  shelved  last 
year  to  float  a global  bond. 

Mustapa  Mohamad,  second 


finance  minister,  said  yester- 
day the  government  was 
examining  the  international 
bond  market  for  opportuni- 
ties while  It  monitored 
bonds  issued  by  other  coun- 
tries In  the  region. 

He  declined  to  give  the 
names  of  investment  banks 
that  have  put  forward  five  or 
six  proposals  and  are  urging 


Malaysia  to  launch  an  issue. 

Last  year,  Malaysia  was 
forced  to  withdraw  plans  to 
raise  funds  in  the  global 
bond  market  for  Its  eco- 
nomic recovery  when  inter- 
national rating  agencies 
downgraded  the  country  and 
the  authorities  decided  it 
was  not  worth  paling  the 
premium  then  required. 


Malaysia  has  discouraged 
investors  since  the  regional 
crisis  began  by  imposing 
capital  controls,  blaming  for- 
eigners for  its  recession  and 
declining  to  restructure  its 
hacking  and  corporate  sec- 
tors. 

Instead,  It  has  sought  to 
, rescue  as  many  hanks  as  It 
can  and  lure  investors  back. 


Manila  market  bounces  back 


By  Tony  TasseD  in  Manila 

Interest  rates  and  the  stock 

market  in  the  Philippines 

yesterday  returned  to  the 

levels  seen  before  the  onset 

of  the  Asian  economic  crisis.. 

On  the  birthday  of  Joseph 

Estrada,  the  Philippine  presi- 
dent. in  what  has.  .already 
been  dubbed  the  "Erap” 
rally  after  the  nickname  for 

the  movie  star  turned  politi- 

cian, Manila  shares  rose 
sharply  in  response  to 
bigger-than-expected  cuts  in 

interest  rates  by  the  Philip- 

pine central  bank. 

The  benchmark  PSE  30 

Index  leapt  122  points  or  5.5 

per  cent  to  2555,  its  highest 

level  since  late  August  1997, 

after  the  central  bank  made 

its  10th  cut  in  overnight 


rates  this  year  and  cut  the 
minimum  liquidity  require- 

ment for  commercial  hanks 
by  one  percentage  point. 

The  50  basis  points  cut  in 

the  central  bank's  overnight 

bomiwing  rate  to  10575  per 

cent  and  the  reduction  in 

liquidity  requirements  were 

aimed  at  stimulating  the 

country's  still-subdued  econ- 

omy, by  further  encouraging 
a pick-up  in  currently 
depressed  loan  growth. 

The  Philippine  stock  mar- 
ket, in  contrast,  has  now 
more  than  doubled  torn  a 

low  of  1,082  on  September  11 

last  year. 

Matthew  Sutherland,  head 

of  research  at  Paribas  Asia 

Equity,  said  the  falls  in 

interest  rates  have  been  an 

important  factor  behind  the 


rally.  At  the  same  time,  the 

average  yield  on  tbe  bench- 

mark 91-day  treasury  bills 
has  fallen  to  10561  per  cent 

This  is  the  lowest  since 

the  average  yield  bit  10556 
per  rent  on  June  23  1997,  just 
before  the  regional  'crisis' 

started  to  gather  momen- 

tum. 

At  the  same  time,  yield  on 
10-year  US  dollar  denomi- 
nated Philippine  government 
bonds  have  dropped  to  8.4 

per  rent  from  about  15  per 

rent  at  the  time  of  the  Rus- 

sian debt  crisis  late  last 
year. 

Brokers  say  increased  con- 

fidence also  has  driven  the 
latest  stock  market  rally. 

Jojo  Gonzales,  strategist  at 

Merrill  Lynch,  said  average 

daily  trading  volumes  had 


increased  by  about  40  per 

cent  from  levels  seen  in  Feb- 

ruary and  March  to  about 
l.4bn-l.5bn  pesos  ($36.6m- 
5395m). 

The  rally  yesterday  may 
also  have  had  some  assis- 

In  a country  where  the 
extent  of  the  politics  of 
patronage  can  be  measured' 

by  the  expansive  press  cov- 

erage of  the  president’s 
birthday,  there  was  more 
than  a little  speculation 
about  some  politically 
Inspired  buying. 

“Although  there  has  been 
some  strong  foreign  buying, 

there  were  also  rumours 

that  some  local  brokers  got 
together  to  help  boost  the 

market  as  a birthday  present 

to  'Erap’,”  one  broker  said. 
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1.8 
1.9 
1.8 
1.7 
1.5 
IS 
1.3 
1.2 


0.6 

0.4 

0.3 

-0.3 

-05 

-0.9 

-13 

-1.3 

-1.0 

-15 


3.2 

3.0 

25 

3.0 

3.0 

2.6 

2.5 

2.5 


n.a. 

n.a. 

n.a. 

rva. 


103.6 
KK.0 

104.6 

105.0 

105.7 
106.3 
105.9 

106.1 
108.1 
105.7 
1055 


GERMANY 

Comumr 

Mn 

IWt 

fetor 

an 

prtm 

Price* 

Bn** 

con 

sate 

101.4 

962 

110.1 

106.9 

1092 

99.3 

113.1 

108J) 

107.5 

107.0 

101.0 

118.0 

110.3 

1092 

110.9 

1252 

109.6 

1075 

116.5 

1045 

arm 

1152 

110.0 

121.7 

105.1 

148.1 

119.4 

171.3 

125.1 

105.7 

15ZA 

112.1 

109.8 

127.4 

107.5 

159.4 

HUB 

1147 

129.3 

107.1 

163.3 

109.7 

109.9 

131.5 

165.5 

■eh 

mm 

107.8 

1882 

705.1 

1.4 

0.1 

1.7 

-3.4 

7047 

0.7 

-0.7 

1.8 

-2.6 

105.7 

0.4 

-1.7 

15 

05 

105.8 

02 

1042 

7.5 

0.3 

7.6 

-33 

T03.9 

1.4 

0.1 

1.8 

-4.7 

1052 

-0.1 

12 

-1.7 

1052 

0.9 

-0.4 

1.7 

-2.6 

105.5 

O.fi 

-0.8 

13 

-3.8 

105.7 

-15 

1.9 

-1.3 

106.1 

-1.4 

1.9 

-12 

1062 

-1.8 

1.8 

-0.8 

105.6 

-1 .9 

1.9 

3.S 

105.5 

02 

-23 

105.0 

02 

-2.4 

1040 

aim 

UNITED  KINGDOM 

Ctmmr 

Prim 

ftoduoar 

price* 

Eamfa* 

Unit 

Wnur 

can 

M 

■actnfi* 

m 

113.0 

108.7 

126 2 

KRn 

1015 

121.8 

1135 

137.3 

107.0 

100.5 

121.0 

151.1 

113.3 

101 A 

■"1.Z 

127.5 

162.9 

118.9 

104.4 

146.4 

1315 

173.7 

119.0 

1002 

148.7 

136.7 

181.6 

118.B 

93.1 

140.1 

190.8 

118.4 

941 

157.B 

ELSE 

199.2 

123.0 

SO-7 

1815 

149.8 

208.0 

129.1 

83-2 

186.5 

151.0 

2105 

134.0 

108S 

151.8 

226.4 

139.6 

111.1 

4.0 

1.0 

4.6 

4.1 

112-5 

3.3 

05 

4.6 

as 

111.7 

3.0 

Q-0 

3.7 

2.4 

107.4 

0.2 

100.4 

1.0 

5.0 

4.8 

114.4 

42 

3.8 
3.5 

3.3 
3.2 

3.1 
3n 

2.8 

2.4 

5.1 


in 

i.i 

0.8 

0.5 

05 

0.1 

0.1 

-0.1 

-0.1 

02 

0.5 


4.4 
4.4 
4 J 
4.6 

4.3 

4.4 

3.5 
33 
4.1 


3.9 

3.6 

4.4 
3.8 

3.4 
&5 
2.1 

1.7 

1.4 
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Vfirfc.CerMuner  price*:  not  seasonally  oefcawi.  Producer  prices  rot  seasonrfy  adjusted.  US  - CristaT imf  and  by  JP  Moran. 
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FINANCIAL T,MES  TUESDAY  APRIL 20  .999 

^5IN!.SAOPP°RTUN  IT|  ES 


“TO  COMMin«£NTS 


Opportunity  to  acquire  intellectual  property 
nghts  In  a substantial  development  in  th? 
converging  Digrtal  TV/mteroef a^'l^et 

■ fiJlFK  *“  T°P  So*  ctesfgn.  felly 

access  broadband 

* „ 

; ~ ■—■ 

• pSSS1?V,Ce^!hMa,e  uPd8tin9  feature. 

rntEffece  «ft««re.  in  Java-,  indudino 
registration,  browser,  email,  parental  control.  ** 

Development  is  substantially  complete 
offering  the  purchaser  early  and  rapid  entry 
into  this  huge  market 

_ Reply  to;  Ungtey  Associates  PO  Box  225  Leathertiaad 
urrey  KT22  BXN  UK  Emait  info@langteyassoaatBS.co.uk 


FOR  SALE 

TRANSPORT  COMPANY 

Well  established  Transport 
Company,  based  in  the  Home 
Counties,  with  strong  involvement  in 
Airfreight  collections  and  deliveries. 
Our  client  has  a turnover  exceeding 
£4  million,  is  wry  profitable  and  rhe 
business  can  be  easily  relocated.  (Lease 
commitment  Short  I.  The  business  has 
over  80  vehicles,  with  30  out  on 
contract  lure  bads.  Owner  prepared  to 
stay  with  the  business  for  3 years. 


ji 


FIRST  CHOICE 

(DiroitTi 

Please  contact 
Howard  JuptV' 
Daryl  Hill  on 
01784  42034  or 
Foe  0X784  421761 
e-mail 
howanLjnpp 
§faWjiMik 


SELLING  VOL'R  BUSINESS? 


We  have  ibe  iJOlk.  and  experience  to  achieve  the  boa  pace  fa-  your 
boaaeu  end  uxuxure  (he  dad  (o  jebieve  tauhstun  tax  efficiaicy, 

If  yew  are  considering  a sale  ani  your  turnover  exceeds  £lm. 
we  would  Gke  ro  talk  B>  yea 

Our  charges  ait  bwed  largely  on  results.  so  ycu  have  tittle  to  lose.  Fora 
Ctnrfidmftaf  dtsemarn  wilhnm  mmrnftmm  pli-no-  iwayit  1 jm  RhAamv  n- 


HITECH  SUPPLIER  OF 
PORTABLE  COMPIL  ERS 
AN  I > PERIPHERALS 

B;if-r(l  in  >,E.  Kn^Lintl.  .--irk' 
•.•siuity  finriTitv  ol'  ill W is  for 
further  <li  vc'l-ipmc-iit. 

EfTaUlishoii  bti-iinv*- 
OM-ltOUUT  bil-H'. 

CONTACT: 

V ill 232  Tlfli'lfil  T 'I12.V2  723 Hi* 


nriuaro  Yarimraypleiv  On 


OM  if  afrrrtbmtra.  nAfe*  I« 
bfmprp/tnaftrJmad 
mtikc+Urd  K tor  bottom  tjCKmtnml 


9 HXGEf-QVALTTT  * 
UK  FURNI  TURE 
MANUFACTURER 

rffWriifffeny 
on  potential  ineiyent 
(furniture,  httnor 
furnishings,  giftware,  6tcJ 
to  complement  growth 
opportunities  zn 
elegant  Using  sector. 

Bax  BGf 16.  finsncaJ  Tunes, 
OneSaadnmk  Bridge 
X Lcndoa  SEI 9HL  Jf 


BUSINESS  SERVICES 


, Stocn  wra — batva  epwMhl  In  ■Wring.  °«*» 
[ m of  oHshoxn  companies.  treat*  and  tdfwr 
structures  to  actokm  both  peraonri  and  corporate 

tax  santnus  end  to  maintain  privaoy. 

Wa  Incorporate  In  ALL  pltifacni)arta«gcUo«to  and 
oHarfitopttotlaccrparalfanaardoaB-pralM^aute 

and  at  rwawWt  port.  . 

INTERNATIONAL  COMPANY 
SERVICES  LIMITED 
The  Offshore  Professionals 
wwwICSLcsai 


IRELAND £225 

BLEOFUAN £250 

DOMMC  A USS3B0 

TO U6S450 


IRELAND 

Tel:  + 353 1 661  8480 
F®c  + 353 1661  8483 
E-mail:  irfClCSLcom 

ISLE  OF  MAN 
Tel:  + 44 1624  801801 
Fax:  +44  1624  801800 
E-mafi:  (omOiCSLxbro 


INCOKPOKATL  VOLK 
POKTKOL  ID  1 Ol)  W !! 


Take  Your  Company 
Public  Yourself 


The  CFS  group  tea  help  you 
wflfi  a DPO  Regulation  A, 
Private  Placement  Monor- 
andum,  eta  Access  our 


516-546-7780  or 

ctsgroup@wortdnetattnet 


RfguUttd  by  Kfafl  7SA 

, iy-.  www^ltehiiitawly*'^  _ 

Global  Fund  Analysis 

^ ‘>S.  ■■  .2  ”“'  "■  I *'  Ohttttvm  onofynx 


ifiSb 


0800  0975140 


LIVE  TELEPHONE 
ANSWERING  IN  your 

COMPANY  NAME 

Dedicated  line 
Allocated  operators 
Media  response  & 

order  handling 

messagemail 

+44  (0)  171  692  67S9 

.vww.mewawmiiil.co/Jk 


Aft.  v . 

r-iJ.  ; 

We  want  your 

;-.«W  -■ 

' * ’ 

business. 

Vi  ’ ■' 

- ‘ .T  . - : ■ 

BUSINESSES  FOR  SALE 


Re  Shaw  Carpets  PLC  (In  Administration) 


HORWATH  CUSH  ttMIMUJi  £> 


Leading  Carpet  Manufacturer 

Q One  of  the  bigest carpet  nxanufacruring  axnparias  in  the  UK 
Q Long  established  business  with  good  customer  base 

□ Suppliers  to  main  retailers,  wholesalers  arid  independents 

□ Integrated,  modem  processing  plant  including  tufting,  backing  and  Millicron 

dye  printing  equipment  ' 

O Skilled  and  experienced  workforce 

□ JFuIly  fined  and  equipped  freehold  production  facility  approx.  22,478  nr 
(241.950  fr)  in  Souih  Yorkshire  together  with  leasehold  warehouse  and  2 
factory  shops 

□ Turnover  for  year  end  31st  March  1999  c.  £19.3  million 

BUSINESS  AND  ASSETS  FOR  SALE 


X6 


tftf  The  Rank  Croup 

On  the  instructions  of  Tv 

l V.  HoSdiyiUiUni 

Four  important  coastal  holiday  centres 

Each  with  a well  capitalised  range  of  leisure  facilities 


Mill  Rytbe  Holiday  Park 
Hayling  Island,  Hampshire 
Guide  price  £4. 75  million 


Harcourt  Sands  Holiday  Park 
Nr.  Ryde,  Jsie  cf  Wight 
Guide price  £2.75  million 


HOKWATH 

CLARK  WHITEHUL  & Co 

Contact:  Pcrer  Dunn  or  Simon  Thomas 
Sherlock  House.  7 Ken  rick  Place 
London.  W1H  3FF 
T«h  0171  935  5566 
Fax:  0171  935  3512 


EDWARD  SYMMONS 

ft  PARTN  ERS 

Contact:  Steve  Mason  or  Roland  Cramp 
2 Southwark  Scree: 

London.  SEI  IRQ 
Teh  0171  955  8454 
Fax  0171  403  1947 


Duporth  Holiday  Village 
Sr.  Austell  CormcaB 
Guide  price  £23  million 


Lyme  Bay  Holiday  Park 
Seaton,  East  Devon 
Guide price  £43  million 


Rose  & Hubble  Ltd 

The  Joint  Administrators  of  Rose  & Hubble  Ltd  offer  for 
• 'V  sale  the  business  and  assets  of  this  well  known 
wholesaler  of  textiles  with  an  international  customer 
base. 

Principal  features  include: 

ra  Long  established  business  of  high  repute 

a Annual  turnover  approximately  £1  Om 

a Leasehold  premises  in  White  City,  London 

jyH  a American  subsidiary 

Forfurther  information  interested  parties  should  contact 
LEVY  GEE  Ross  Kyrrvln  on  extension  4277  at 

ShilaSi  Levy  Gee,  PO  Box  2653,  66  Wlgmore  Street,  London 
tou“k,E^“!W*  W1A3RT.  Tel:  0171-4674000.  Fax:  0171-4674250. 


For  sale  freehold 

as  profitable,  fully  operational  businesses 
Available  as  a group  or  individually 
Please  contact: 

Peter  Smith  BA,  AR1CS  on  01392  490497  (South  West) 
or  John  Mitchell  BSc,  ARICS  on  0171  629  6700  (London) 


.OMPUTER 
TELEPHONY 
COMPANY 


SEEKS  ACQUIRER 

A UK  }*crnc  >gi  ccrrpcr.y  tici 
Jcv*:»p*S  o .-pvc'l-'  v.w 
1 c:oCuc-  'o  3c:tu  tv?  ►igti  g-:v‘- 
c-o  cc'.eino  mc^.ef.  c‘ 

; t:-  ecor-iir.a  ;cmjur"a  A 
n+mrsr  c!  t/trorr.:  hr.e  t>eer. 
i.'tccii’j  iy  :::2  c^3  re's  'X)  an 
Cv  ;*;~c' : -c:  'o  ocnc-ve  r.»l 
vc  ume  VC  ev  ’ne  :;rr.pcr  ; ■,  n;  h 
vcc  n:  cn  ecs-'-'c: 
cc~irieme-ic-y  -ctcvces  c; 

| :‘f  rc;.c  o’,  anca  c rr.c.c' 
ticKc.tis  S3i".cr 


SYHHEY  AOSTBAUA 


THE  OLVMP1C  cmr  YEAR  ; 


FOR  SALE 


Pilvalaiy  Owned  and  Operated 
45  Room  Boutique  Hotel  In  Prestigious  Rose  Boy 
Waterfront  Position 

Pta  Luxurious  PreNdenM  Sute  Over  Looking  Rose  Bey 
> beamed  Restaurant  and  Bar- 
lndoor& Outdoor  SMtflng  lor  up  to  120  persons 
> Function  Room  tor  up  to  120  persons 
> Off  Street  Parking 
► Tteo  Swimming  Pools 

Unique  Opportunity  to  acquire  Waterfront  Real  Estate 
d Three  Btocfcs  on  Two  TiBes  inducting 
Fifty  Operational  Hotei  and 
Four  Batfroom  Ar^oWrtg  Luxury  Resktenca 

AD  Ocnndiwlte  fcqtof to  DwM  II— port  Bm>  Emm 
JUMlnOa.  (ST)  <1Sa«374  a*Howa7D«ve 


PROFITABLE  ESTABLISHED 
COMRANYW1TH  excellent 
POTENTIAL.  £7DDK  TURNOVER  PA. 
NICHE  MARKET  PRODUCT  IDEAL 
ADMnONTO  LARGER  CONCERN. 
OPTIONAL  3J00  SQ  FT  FREEHOLD 
PREMISES  IN  Vi  ACRE  SECURE 
YARD. 

CONTACT:  MR  G CHRISTIE, 

PO  BOX  102.  LEEDS. 

W YORKS.  LS 12  ZUF 


-Small  international  trading 
Company- wizb  mebe  tftu\cm  m 
Middle  East  Esc  19ys. 
T/O  300K  good  profits. 
Owna/Director  rearing. 
Principals  only  sboold  write  to: 
Box  B6384,  Hnasda!  Times, 

One  Southwark  Bridge. 
London,  SEX  9HL 


FOR  SALE 

SPECIALIST 

FABRICATION  COMPANY 
70  THE  CONSTRUCTION 
INDUSTRY  - 
(In  Southern  England) 

PRINCIPALS  ONLY 

Bax  B6368,  Rnancial  Tones, 
One  Southwark  Bridge, 
London  SEI  SHL 


FOR  SALE/JOINT  VENTURE 

TRADERS  0FF00D  PRODUCTS 

• Strategic  sale 

• A leading  player  in  a specialised  market 

• Strong  record  of  profits  and  cash  generation 

• Positive  plans  for  further  significant 
development 

• Turnover  £40m 
• Profit  £1.5m 

Interesterf  parties  should  quote  reference:  98300 

THE  BUSINESS  /®\ 
EXCHANGE  PLC  W 

21  John  Adam  Street,  London  WC2N  6JG 
Telephone:  0171-950  8965  Fax:  0171-850  8457 
emafldnfo@buBiness~excfa  ange-plc.co.uk 

KegDlairdtqrSFX 


HAIRDRESSING  & 
l:  BEAUTY  BUSINESSES  I 


x Two  High  Street  poetdona 
>c  Good  long  leases  *=  FuDy 
staffed  x Audited  accounts 
K Total  Fcnia  230.000  pa 
x Raxes  £7^00  pa 
xT/O  2800.000  pius 
psucsi  oNamicanaK 


Oaui  SoaihMxk  Bd<(e. 


JNTHWARONALWVESTOfl.CQSI 

GLOSALRECfUnniBfr.GOM 

0CBsmvsiECBm7Vsrr.coM 

CHIBSTIIASOinHBinXOM 

SMnBSCKRBTWtSUST.COM 


For  (Hither  WD  a-mH 
LOPTSOHOnaAILXOM 


M An.  ORDER  BUSINESS. 


IJ.  i:'  0 *.*>7.v)e>3 


• T/O  cJtSOOK  Potential  for  gTMrth' 
• Gross  Martin  tuflSJK 
■iMpxti"  (urtwflaw  . 
iGPSiDcadrtraej 

- Weg.unhFtotni  xaaritd  pertdea 

•sftMttBtUnpaAMaaa 
• THdh*l6fieje*» 

» Eafty  relucted  Mywtee 

- kU  aHai » « ftaito-  Wfei 
Cocoa  Bex  t63K.  hwete  Tteet. 

Out  Sotthaaic  Bridge.  Lco<ida.SE3  SSL 


TEXTILE 

MANUFACTURER 

eftnebe  Product  ■ 
(based  Is  East  Afirfiands) 

seeks 


Ki  A yti l • a : { t*  > ; rj 


STRATEGIC  ALLIANCE 

Itareoverdica  £3ft0QM0 
Bbae  dtip  HV>  SL  Ctoumer  Base 


’ Co*t»-P»rry  (Rrf.  JW) 

1C  Friar  Gao,  Dcrbj,  DCI  IPS 
TUa  (0133029044  Fee  (*0321 29MC 


/ BUSINESSES. 

X SALE  REPORT  \ 

/ TteMalflni«flfniedlinitDbre\ 
f weeks  tc  su  h the  i*  mi  fiimpe> 
[ p/o  £lo+L  Plus  wjMJans.  iara 
tfafc  and  «Ut  recebwHps.  Om  200 
I am  anpaq'tor  ata  enues  ewj  north. 
\ T Forsuhsotpoon  deals 
V 0151-875  0200  J 

- wmqtu^fer  S 


FOR  SALE 

Moss  b a W^dy  recognised  coosamer  product  brand  - synoaymows 
with  the  automotive,  security,  audio  and  do-ft-yoarsetf  sectors. 

For  fimber  mforrOMion  pkasr  matact 
Gary  Bcmfbrd.  Ernst  ft  Young.  Ok  Co  [more  Row.  Birmingham  B3  2DB 
TeL  0121  2324367  Fax:  0121 232  +U7 
a&NSTAttXJNG 

Tbe  Uaittd  Ikn  oT  Eras  * Yoon*  it  t member  of  Ema  & Yoog  Imeraanooai 

and  is  anberised  by  Kw  teitaar  eC  Ouwored  /Unxnuoa  io  Za&txi  at  Wales  to  cany 


FOR  SALE 
(A*  a Whole  or  in  Part) 

SOFTWARE  HOUSE 
Specialising  in 

FORECASTING  & PLANNING  SYSTEMS 
AND  DECISION  SUPPORT  PRODUCTS 

itarHO  • Tnroowto  J998ofn.7fli 


Otowiaf  Pcodoci  Ponlofio 

PRINCIPALS  ONLY:  reply  to  Bax.  Ste  EM  15 
Coatu  AdvertiMng,  26  Loadoa  Road,  Grays.  Essex  AM  17  5XY 


Children  swear  Company 
Wholesale  Retail  & Manufacturing 
Northern  Ireland  Base  - Retail  chain  in  England 


2 Major  long  tfral>l;’Aerf  brand  names  with  in-house  design 

22  retail  outlets,  including  19  concession*  in 
Eagfish  department  stores 


based  in  greater 

sourcing  both  oversea*  and  in  pan  in  own  booty 

Sen  sale  in  part  or  whole 

Bor  ays  infinmatl— a-  Eric  Bell  Esq 

Grant  Thornton 
Clarendon  Dock 
Belfast  BTl  3BH 
01232  315500 


■n*  UK  nwnbtf  firm  ol  Onn  Ttanton  Wamaflenal  Afflrorisoj  by  B*  torikaa  of 
Chaiterad  Aeaxrtrts  In  Enfant  and  Wales  to  eany  0ft  bweeanwi  burinoa.* 


For  mom  infornatioi' «* 
nI*raf«.tdv*rtjsiij;Pl«"C3a- 
Tk::  +44  171  S73  oa49 
F3y:+44  171  S73  ^>064 


,7*  r vm  A actuator  companies 

pharmaceutical  mari^ts 
• etHrl  ctmfideKe  to  BotB63S2, 

Ih“  Bridge.  LondoHi.SEl  9HL 


Sell  us 


your 

REAL  PROBLEM 
BUSINESSES 
which  you  can’t 
sell  or  dose 


*fia=ia: 


GASOUNE  STATION 
FOR  SALE 

in  Atlanta,  u.s.  10  units  with 
strong  real  estate, 
convenience  shops  and 
automatic  carwashes.  Ms^or 
brand  gasoline.  S14.7M 
turnover,  $1.1M  net  profit 
Priced  at  S11.5M.  Respond 
to  MrArmai  Grigorian,  Credt 
Soverin,  LLC.  In  U.S.  Tel: 
770-448-0456,  Fax  770-448- 
0458. 


TURNOVER  CIRCA  5M 
SUBSTANTIAL  GROSS  ft 
NET  PROFIT 


FT;r7Fi^Ki7.i  i**  i j i •;  fe  * LO 


BOY1AN  ft  DODD 
COBTOBATE  SERVICES  UTD.' 

KRESTONHCX.® 
ARRAN  COURT,  ARRAN  QUAY 
DUBLIN  7,  IRELAND 
EMAIL;  beydodd&dadJc 


HOLLIDAY  FIELDING  & 
HOCKING  LIMITED 

H.F.H.  MECHANICAL 
SERVICES  UMITED 

(botihAttnWrtaion) 

The  Joint  Administrates,  Keith  Hktds  end  N%e  note, 
offer  tor  sale  as  a going  concern  the  business  and 
assets  of  the  cboue  companies. 

♦ Long  established  mcnufoctiraof  time 
cuptxxxds  and  Ictxsokxy  ftjmflUe 

♦ ISO  9001  accredited  and  CAD  desl^i  facfftles 

♦ Turnover  appaxfrnately  £1  mBon 

♦ Freehold  faday  premises  nea  Leeds  dty  centre 

♦ Extensive  pubic  sector  and  blue  c«p  private 
sector  customer  base 


For  fwlher  hfcxmaOon,  pieafee  conkict 
Krth  IM  or  Charies  Esoott 


ROBSON  RHODES 


RSM 

Mmationsl 


St  George  House,  40  Great  George  Street. 
Leeds  LSI  3DQ 

tot  0113  225  4000.  Fac  01 73  225  4002. 
Erinafc  cftalesjBScalt@Btnljooj* 

wmaaraaoiiBaiinby—waiatOimraijaecuM— mm 
OBdawtDcntrcntoaamiahi—. 


HIGHLY  PROFITABLE 

IRISH  BASED  SPECLALIST  LIGHT 

ENGINEERING  MANUFACTURER 


Rarr  opportuaKy  to  aapdre  -rrty  ptnCtobte  cmipany  In  tee  grid  ct 
Static  Pfephq  Adwittfng  based  in  Hwnpddra.  able  la  oparate  any  tettUoa. 
♦ tuwwt  rviooon  ♦ n«  Profit  irayxw 
♦ Mrio  Opendoa  »flkd  to  HnpU  Service  ♦ Expansioti  pomaial  ftwn  pexac 
l>Bdr  Madn  unBmiwl  ♦ Rtdttid  ftopoty  ♦ Wcudd  a^eal » *o«e  wiili 

advenistog  tai^cuml.  wishfeig  » actirety  ma«^  rib  uxnpxny. 
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2SSE 


Do  you  just 
want  to  make 
a living? 


Or  build 
a future? 


Print,  Copying  & Design  is  the  life  Wood  of 
every  business. 

And  as  an  owner  of  a Kail  Kwik  Centre  you  wBl  have 
the  perfect  introduction  to  all  those  business**. 

So  If  you  have  £45,000  » Invest,  tl«  abffity  to  manage 
your  own  team  and  enjoy  dealing  with  customers, 
call  us  for  an  information  pack  quoting  FT  2QF4 

FREEPHONE  WOO  *72060 
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PRINT  COPY  DESIGN 
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BRITAIN 


INSURANCE  AGREEMENT  BRINGS  FUNDS  THAT  SUPPORT  POLICIES  TO  $1.2bn 


Lloyd’s  in  $560m  deal  with  top  insurers 


By  Jim  Kelly  m London 


Lloyd's  of  London  said 
yesterday  it  bad  signed  a 
five-year  agreement  with  six 
of  the  world’s  top  insurers  to 
cover  its  central  mutualised 
fund  for  £350m  i$S63m)  - 
increasing  to  ESOOm  the 
resources  that  support  the 
market's  policies. 

Max  Taylor,  chairman, 
said  the  participation  of  the 
insurers  - each  of  which  had 
to  undertake  extensive  due 
diligence  into  the  risk  profile 


of  Lloyd's.  - was  a “huge 
vote  of  confidence"  in  the 
market's  prospects. 

"It  also  increases  our 
attractiveness  to  capital  pro- 
viders he  added,  as  it  made 
it  less  likely  the  funds  they 
pledged  to  the  market  would 
be  needed.  It  should  also 
reduce  members'  contribu- 
tions more  quickly  than 
planned. 

The  insurers  are  Swiss  Re, 
Employers  Re.  The  St  Paul 
Companies.  Hannover  Re, 
XL  Mid  Ocean  Re  and  Chubb 


Corp.  The  policy  - effective 
between  1999  and  2003  - has 
an  annual  excess  point  of 
£100m.  an  annual  limit  of 
E350m  and  an  aggregate 
maximum  payment  over  a 
five-year  period  of  £500m. 
The  premiums  are  to  be  dis- 
closed in  annual  accounts. 

Mr  Taylor  said  the  agree- 
ment was  part  of  the 
long-term  strengthening  of 
the  market’s  security  and 
was  not  related  to  specific 
trends  in  the  insurance 
sector,  which  was  experienc- 


Today’s  techno-elite  tread 
path  first  carved  out  in  clay 


Infonnation  technology  has  made  millionaires  of 
young  entrepreneurs.  But,  Robert  Chote  asks,  is 
it  the  centrepiece  of  a new  industrial  revolution? 


There  are  10  entrepre- 
neurs in  Britain  who 
have  amassed  fortunes 
of  more  than  E5m  i$8m> 
before  their  30th  birthdays, 
according  to  a recent  survey. 

They  typify  the  young 
“techno-elite".  Eight  made 
their  money  from  the  com- 
puter, telecoms  and  internet 
services  industries.  The 
other  two  are  the  producer 
and  director  of  Lock.  Stock 
and  Two  Smoking  Barrels. 
the  trendy  low-budget  gang- 
ster movie  that  was  one  of 
the  most  successful  British 
films  last  year. 

The  sight  of  people  mak- 
ing so  much  money  at  so 
tender  an  age  could  be  con- 
strued as  further  evidence 
that  Britain  is  in  the  midst 
oF  a new  industrial  revolu- 
tion, comparable  to  that 
which  transformed  working 
lives  and  created  fortunes  in 
the  18th  and  19th  centuries. 

Technological  progress, 
notably  in  information  tech- 
nology and  biotechnology, 
certainly  appears  to  be  mov- 
ing at  an  incredible  pace.  It 
is  creating  business  opportu- 
nities and  encouraging  inno- 
vation in  other  sectors  from 
the  delivery  of  medical 
advice  and  retailing,  to  the 
distribution  of  music. 


But  pervasive  though 
these  new  areas  are,  do  they 
really  add  up  to  an  indus- 
trial revolution?  Bradford  de 
Long,  of  the  University  of 
California  at  Berkeley, 
points  out  that  the  current 
pace  of  technological 
advance  is  not  without  pre- 
cedent. For  the  past  200 
years,  he  maintains,  there 
has  always  been  some  lead- 
ing sector  in  which  the  pace 
of  innovation  has  been 
extraordinarily  rapid. 

“The  economy  cycles 
through  a number  of  leading 
sectors:  textiles,  transporta- 
tion, construction,  textiles 
again,  watches  and  jewel- 
lery, telegraphs,  construc- 
tion again,  telephones,  trans- 
portation again,  household 
utilities,  household  appli- 
ances. broadcasting,  textiles 
and  apparel,  and  medical 
care  - all  before  the  micro- 
electronics revolution,"  he 
argues. 

"It  will  continue  to  cycle 
through  different  leading 
sectors  in  the  future,  long 
after  the  pace  of  technologi- 
cal change  in  microelectron- 
ics has  slowed  down.” 

But  he  concedes  that  talk 
of  a “new"  economy  may  be 
justified  because  of  the  cen- 
tral role  of  infonnation  in 


the  goods  and  services  that 
it  produces.  The  familiar 
rules  under  which  demand 
and  supply  determine  prices 
work  well  in  a market  econ- 
omy dominated  by  tangible 
goods  but  they  are  more  dif- 
ficult to  apply  when  the  pro- 
duction and  distribution  of 
information  are  more  impor- 
tant. 

The  growth  of  the  internet 
has  brought  enormous  entre- 
preneurial possibilities, 
although  it  remains  to  be 
seen  if  some  of  the  fortunes 
it  has  generated  for  its  com- 
mercial pioneers  stand  the 
test  of  time.  The  social 
impact,  though,  is  indisput- 
able. 

The  number  of  internet 
users  in  the  UR  is  expected 
to  almost  treble  to  17m  by 
the  end  of  2000.  This  will 
have  important  distribu- 
tional consequences.  Patrick 
Foley,  group  economic 
adviser  at  Lloyds  Bank,  has 
estimated  that  the  pool  of 
national  income  in  the 
hands  of  the  computer  liter- 
ate population  will  treble  in 
the  next  decade,  while  tech- 
nophobes will  epjoy  a rise  of 
only  25  per  cent. 

“Whilst  new  technology 
will  raise  average  living 
standards,  it  is  also  likely  to 
result  in  an  increasingly 
bipolar  distribution  of 
income,”  Mr  Foley  says. 

This  division  between 
technophile  and  leehno- 


ing  adverse  conditions. 

With  the  existing  central 
fund  of  E175m  and  the  ability 
to  call  upon  up  to  £3unm 
from  members  of  Lloyd's, 
the  cover  takes  the  mutu- 
alised funds  to  $l.,1bn 
(£800m). 

The  announcement  is  also 
likely  to  be  seen  as  a further 
strengthening  of  the  mutual 
status  of  Lloyd's.  Mr  Taylor 
said  the  agreement  was  a 
way  of  leveraging  the  asset 
of  the  central  fund.  “It 
emphasises  the  committ- 


ment to  mutualisation."  he 
said. 

Lluyd’s  is  unique  among 
world  insurance  markets  in 
that  all  underwriting  mem- 
bers - both  Names,  the  indi- 
viduals who  Iwve  tradition- 
ally supported  the  market, 
and  the  new  corporate  inves- 
tors - support  each  other 
through  the  mutual  central 
fund  in  case  any  one  of  them 
cannot  meet  a claim. 

The  design  of  the  new 
diver  was  initiated  by  the 
risk  unit  at  Lloyd's  and  Ben- 


field  Greig.  The  brokers  were 
Benfield  Greig  and 
Aon. 

The  extent  of  the  cover 
taken  on  by  each  of  the  six 
is  confidential,  it  is  under- 
stood the  agreement  is  struc- 
tured to  make  sure  claims 
suffered  by  the  six  insurers 
could  not  have  an  adverse 
effect  on  the  Lloyd's  market. 

The  agreement  provides 
further  assurance  for  rating 
agencies.  AM  Best  currently 
gives  Lloyd's  an  A and  Stan- 
dard & Poor’s  an  A-. 


Online  trading 


phobe  will  manifest  itself  in 
the  labour  market.  Business 
Strategies,  the  consultancy, 
expects  demand  to  rise  for 
“people  who  are  highly 
skilled,  who  exploit  know- 
ledge and  intelligence  rather 
than  physical  strength  or 
dexterity,  who  are  mostly 
well  paid  and  who  have  high 
chances  of  being  in  work  as 
long  as  they  wish". 

For  example,  they  expect 
the  number  of  associate  pro- 
fessionals - the  "new 
skilled”  such  as  legal  execu- 
tives and  computer  program- 
mers - to  have  increased 
from  2.6m  in  1996  to  2.9m  by 
2001.  The  number  of  people 
working  in  media,  culture 


and  design  should  rise  5 per 
cent  a year  over  the  same 
period,  almost  twice  as 
quickly  as  in  the  early  1990s. 

However,  there  is  evidence 
in  a study  from  Manchester's 
Centre  for  Research  on  Inno- 
vation and  Competition  that 
small,  innovative  firms  do 
not  generate  many  jobs. 


The  potential  for  greater 
inequality  has  also  been 
identified  by  Danny 
Quah.  professor  at  the  Lon- 
don School  of  Economics, 
who  has  pioneered  the  con- 
cept of  the  “weightless  econ- 
omy”. 

He  says  the  importance  of 
knowledge  and  information 


in  economic  development  is 
nothing  new.  “Economies 
have  been  knowledge-based 
at  least  since  Sumerians  in 
the  Mesopotamian  river 
basin  began  carving  cunei- 
form financial  records  on  to 
clay  tablets  5.000  years 
back,"  be  explains. 

So  in  looking  at  the  experi- 
ence of  individual  people 
and  firms  in  the  “techno- 
elite".  it  Is  as  well  to  remem- 
ber that  innovation  takes 
place  all  the  time.  Econo- 
mists and  historians  are  still 
arguing  about  the  first 
industrial  revolution;  we 
cannot  expect  to  know  the 
significance  of  today's  for 
many  years. 


NE.WS  DIGEST 


THE  ECONOMY 


Interest  rate  cuts  fail  to 
boost  consumer  confidence 


Interest'  rate  cuts  and  tax  cuts  offered  in  last  month?®.  . 
national  Budget  fafled  to  boogt  consumer  confidence, 
according  to  a survey  by  GfK  Great  Britain  on  bBhatf  of 
the  European  Commission,  It  found  that  consumer  sentfcv- 
ment  was  unchanged  this  month .compared  with  March  . . 
and  remains  positive.  But  personal  financial  co^ifidw^e  ten 
despite  interest  rate  cuts' and’a  Ip  cut  iri-the  bash  rated f '■ 
income  tax  annotmeed  in  the  Budget,  which  takes  effect 
next  year.  However,  consumers  remain  more  optimistic : ; . 
about  the  state  of  their  personal  finances  titan  they  do  ? . . 
about  the  state  of  the  economy  as  a whole. " 

A majority  of.  those  expressing  an  opinion  think  the  UK  ‘ 
economy  will  worsen  over  the  next  12  months.  • ■ 

But  the  number  is  getting  smaller,  with  confidence  In  the 
general  economic  situation  back  at  lastsurnrner'sdevels.  ’ / 
Richard  Adams,  London  . : • 


BMW 


Land  Rover  plans  rail  jink 


BMW  and  its  Land  Rover  division  plan  to  Invest  £40m  . 
(S64m)  in  a rail  line  linking  its  plant  at  Solihull,  fn  the  - 
English  midlands,  with  the  national  rail  network.  It. te 
churned  the  scheme  would  save  more  than  100,000  heavy 
truck  movements  a year.  It  would  also  allow  Land  Rover  to 
rail  freight  more  than  100,000  vehicles  a year  for  export 
directly  to  continental  European  markets  via  the  Charnel  . 
tunnel  between  England  and  . France,  or  to  Southampton, 
on  the  English  south  coast,  for  shipment  to  the  US  and 
other  overseas  markets. 

Components  would  be  brought  by  rail  directly  to  the 
assembly  fines  from  plants  as  distant  as  BMW's  main ; 
engine  production  facilities  in  Bavaria. 

The  terminal  facilities  and  the  4km  tine,  intended  to  con- 
nect with  the  West  Coast  main  line  near  Birrnfagham  inter- 
national station,  will  require  forma)  approval  from' the 
Department  of  Environment,  Transport  and  the  Regions. 
The  project  is  almost  certain  to  involve  a public 
inquiry.  John  Griffiths,  London 


LONDON  BOMB 


Responsibility  claimed 


A man  claiming  to  represent  Combat  18,  a neo-Nazi  ' __ ' 
organisation,  yesterday  said  the  group  was  responsible  lor 
planting  the  nail  bomb  in  the  London  district  of  Brixton 
that  injured  39  people  on  Saturday.  Police  said  they  had. 
received  a call,  but  added  that  there  was  "no  intelligence 
at  this  time  to  support  this  claim”. 

Alan  Fry,  head  of  the  London  police  anti-terrorist  branch, 
said  detectives  were  studying  closed-circuit  television  foot- 
age taken  at  the  site  of  the  bomb.  Combat  18  - which  ' . 
takes  its  name  from  the  alphabetical  order  of  Adolf  Hitler’s 
initials  - was  formed  in  1992  when  extreme  rightwingers 
split  from  the  British  National  party,  saying  its  leadership 
was  too  weak.  It  is  believed  to  have  about  80  members 
and  extensive  links  with  football  hooligan  gangs,  pro -Brit- 
ish “loyalist”  terror  groups  in  Northern  Ireland  and  other 
international  far-right  organisations. 

Its  slogan  is  “White  Revolution  is  the  Only  Solution". 
Simon  Buckby  and  Sothnam  Sanghera,  London 
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LIKE  THIS,  THERE  ARE  CERTAIN  THINGS  YOU  NEED 
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Ingenuity. 
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A hedge  trimmer. 


borne  times  the. right  answer  is  deceptively  simple.  No  matter  ho 
technology  problems,  wo.  can  resolve  them,  just  like  we  do  for  i 
companies.  We  never  stop  asking,  what  do  you  need  mosi  '’  People 
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PEACE  PROCESS  PARTIES  TO  MEET  AGAIN 

* London  talks 

fail  to  lift 
Ireland  arms 
deadlock 


BRITAIN 


By  Rosemary  Bennett, 
Political  Correspondent 


£ rail  Si; 


Five  hours  of  talks  between 
Northern  Ireland's  main 
political  parties  in  London 
yesterday  failed  to  achieve  a 
breakthrough  in  the  dead' 
lock  over  disarmament  by 
terrorist  groups. 

But  all  the  parties  did 
agree  to  attend  a new  round 
of  negotiations  next  week 
and  ruled  out  putting  the 
peace  process  on  hold  until 
the  autumn. 

A spokesman  for  Tony 
Blair,  the  British  prime  min, 
ister,  said:  “All  the  parties 
agreed  there  was  no  ques- 
tion of  ‘parking’  the  process. 
Nobody  is  walking  away 
from  this  process.  Six 
months  of  delay  would  cre- 
ate a vacuum  when  what  we 
need  to  happen  is  for  the 
talks  to  continue.” 

No  venue  has  been  set  for 
next  week's  talks,  which 
could  be  held  in  London.  Bel- 
fast or  Dublin.  They  will 
again  be  chaired  by  Mr  Blair 


and  Bertie  Ahern,  his  Irish 
counterpart,  who  will  talk  to 
parties  individually,  not  at 
round  table  negotiations. 

After  the  talks,  Mr  Ahem 
urged  both  republicans  and 
pro-British  unionists  to 
make  concessions  in  the 
arms  dispute. 

“I  don't  expect  either  side 
to  lose  all  but  neither  do  I 
expect  either  side  to  win  alL 
1 am  not  asking  either  side 
to  concede  totally  their  posi- 
tion," he  said. 

David  Trimble,  leader  of 
the  Ulster  Unionists  and  the 
province's  first  minister- 
designate,  wants  the  Irish 
Republican  Army  to  start 
handing  in  its  weapons 
before  Sinn  F6ln,  its  political 
wing,  takes  seats  on  the  new 
power-sharing  executive. 

Sinn  F§in  says  this  is  not  a 
pre-condition  set  out  in  the 
Good  Friday  peace  agree- 
ment and  insists  it  is  not  in 
its  power  to  deliver  IRA 

rtptwmnnlcsinning. 

Sinn  Fein  said  the  peace 
process  was  in  crisis.  “We  do 


M*l„  Meat™.  <M,  G«y  A*™  <**<)  -d 


1h»  fair,  amve  at  the  talks 


remain  convinced  that  prob- 
lems remain.  They  have  not 
been  solved.  Our. view  that 
the  Good  Friday  agreement 
is  in  free  fall  remains,"  said 
Mitchel  McLaughlin,  its 
chairman. 

Mr  McLaughlin  also 
described  as  “dead"  a blue- 
print drawn  up  earlier  this 
month  by  Mt  Blair  and  Mr 


Ahem,  setting  out  a time- 
table for  decommissioning 


the  declaration  remain  and 
have  to  be  faced  up  to.  The 


table  for  aecomnussiuu^B  ~ . — ~ * 

and  the  establishment  of  the  sequencing  and  choreogra- 
ana  toe  v.  worked  out. 


ruling  executive. 

The  prime  minister's  office 
3ai<j  that  since  the  so-called 
Hillsborough  declaration 
was  the  premiers'  best  bet 
on  a resolution,  talk  of  it 
being  dead  or  alive  was  irrel- 
evant “Those  two  issues  in 


phy  have  to  be  worked  out” 
said  an  official. 

The  British  and  Irish  gov- 
ernments are  eager  to  keep 
up  momentum  in  the  pro- 
cess, especially  as  the  diffi- 
cult summer  parades  season 
approaches. 


Mr  Trimble  gave  a more 
upbeat  assessment  of  the 
talks  when  he  emerged  from 
the  talks.  “I  am  quite  sure 
that  the  process  is  not  in 
free  fail  and  is  not  going  to 
be  in  free  fell-  This  process 
is  much  more  robust  than 
that  I don't  think  it  is  help- 
ful to  suggest  that  this  pro- 
cess is  close  to  collapse." 
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Scottish  independence 
‘threatens  367,000  jobs’ 

. _ MD  in  T y>nHnn  ATI 


Reinforcements  sent  to 
help  Nato  media  war 


By  James  Buxton,  Scottish 
Correspondent 

Gordon  Brown,  the 
chancellor  of  the  exchequer, 
yesterday  attacked  the  Scot- 
tish National  party’s  policy 
of  independence,  warning  it 
would  put  367,000  jobs  in 
giyitland  at  risk. 

He  claimed  that  one-third 
of  manufacturing  jobs  and 
one-fifth  of  all  jobs  in  Scot- 
land were  linked  to  trade 
with  England,  which  is  Scot- 
land’s biggest  trading  part- 
ner. They  would  be  in  dan- 
ger if  the-  SNP  - negotiated  - 
Independence  after -winning 
a majority  in  the  Scottish.;, 
parliamentary  elections  on 
May  6.  • . 

Donald  Dewar,  the  Labour 
leader  in  Scotland,  backed 
up  the  attack  in  a speech  to 
the  Scottish  Trades  Uhion 
Congress  in  Glasgow,  telling 
its  annual  conference  that 
the  SNP  had  nothing  to  offer 
workers  engaged  in  OT  Min- 


istry of  Defence  contracts  at 
Yarrow,  the  Glasgow  ship- 
yard, Marconi,  the  defence 
electronics  specialist  in 
Edinburgh,  the  Rosyth  naval 
dockyard  and  the  British . 
army  personnel  office  in 
Glasgow.  . . 

He  said  independence 
would  create  a black  hole  in 
Scotland's  finances  because 
revenue  would  fell  short  of 
expenditure  and  the  deficit 
could  only  be  filled  by 
twphpr  taxes. 

Labour  behoves  attacks  an 
the  SNFs  policy  of  indepen- 
.denpe-are  .^profitable  tactUv- 

but  Mr  Brown’s  speech  was 
-ridiculed  as  economic  non- 
sense . by  - the  SNP-  John 
Swinney,  the  deputy  leader, 
said  Mr  Brown  seemed  to 
think  it  was  impossible  far 
one  country  to  trade  with 
another,,  even  within  the 
European  single  market. 

' The  only  jobs  threatened 
by  Scottish  independence 
was  Mr  Brown’s  own  job  as 


a Scottish  MP  in  London  and 
his  ambition  to  be  prime 
minister,  he  said. 

Mr  Dewar  also  used  bis. 
speech  to  reassure  trade 
unionists  about  Labour's  use 
of  public-private  partner- 
ships in  paying  for  big  capi- 
tal projects  in  Scotland.  He 
an  agreement  between 
the  unions  and  the  local 
health  authority  on  protect- 
ing jobs  under  the  private 
finance  initiative  at  the  Law 
and  Haremyres  hospital  proj- 
ect could  be  a model  for 
other  agreements  in  PFI 
. schemes.  The  PFI  [aims  to: 
attract  private  cash  to  public 
sector  Infrastructure  pro- 
jects. . • 

Labour  hopes  it  has 
averted  a day  of  damaging 
.criticism  of  the  PFI  In  a 
debate  at  the  STUC  confer- 
ence tomorrow,  after  Mr 
Brown  persuaded  the  STUC 
over  the  weekend  to  dilute 
its  opposition  to  PFI  in  a 
conciliatory  resolution. 


By  George  Parker  In  London 
and  Nefl  Buckley  in  Brussels^  ^ 

The  prime  minister's  office 
yesterday  despatched  rein- 
forcements to  Nato  head- 
quarters in  Brussels,  to  help 
the  affiance  improve  its  pre- 
sentation of  the  war  in  Kos- 
ovo. m 

Alastair  Campbell,  Tony 
Blair's  combative  press  sec- 
retary, spent  the  day  dis- 
cussing plans  for  an 
improved  media  strategy. 

Julian  Braith  watte.  a press 
officer  from  Mr  Blair's  office 

who  h^s,  foreign - affairs 
expertise,"  has  been  assigned 
to  Nato  for  the  foreseeable 
future.  Other  government 
media  experts  could  fellow. 

Mr  Campbell  denied  the 
initiative  - was  directly 
related  to  Nato’s  fumbled 
handling  of  the  bombing  of  a 
refugee  convoy  in  Kosovo 
last  week.  But  be  admitted 
that  Nato’s  hard-pressed 
media  team,  which  is 


designed  for  peacetime 
operations,  needed  strength- 
ening. 

Mr  Campbell’s  arrival  has 
not  been  greeted  with  uni- 
versal enthusiasm  by  some 
of  the  700  journalists  camped 
out  at  Nato  headquarters. 

US  journalists  in  particu- 
lar have  heard  of  his  hard- 
nosed  approach  to  news 
management  in  London  and 
fear  facts  could  be  lost  in  a 
wetter  of  “spin". 

Nato  spokesmen  are 
thought  to  have  been 
advised  by  Mr  Campbell  to 
arrive' a|  each,  daily  briefing, 
'with  “a  story”,  rather  than 
simply  delivering  a factual 
. account  of  events  on  the 
ground. 

Britain  seems  to  be  at  the 
forefront  of  the  new  offen- 
sive but  media  spokesmen 
from  the  US  and  other  Euro- 
pean Union  countries  are 
expected.  Jamie , Shea,  the 
London-born  chief  Nato 
Spokesman,  has  had  to  bear 


a huge  burden  during  the 
conflict  and  is  at  his  desk 
from  early  in  the  morning 
until  late  at  night 
His  accessibility  to  jour- 
nalists and  frank  speaking 
won  him  many  admirers 
but  Mr  Campbell  clearly 
believes  he  needs  back-up. 

Mr  Campbell  said  he  had 
been  asked  to  take  an  over- 
view of  Nato’s  media  strat- 
egy “to  look  at  ways  of  try- 
ing to  coordinate,  given  you 
are  talking  about  all  of  us 
being  engaged  in  the  same 
♦>iing  in  different  countries 
and  different  languages  in 
different  time  zones". 

Mr  Campbell  said  he 
believed  Mr  Shea  was  doing 
a “brilliant  job"  but  needed 
support. 

The  UK  government  is 
said  to  have  been  particu- 
larly concerned  at  the  per- 
ception of  disunity  which 
arose  from  different  capitals 
giving  different  accounts  of 
the  same  events. 


Party  leader  needs  to  tread  carefully  over  Thatcher  legacy 

raiiy  icauu  . (tatemriMCon. 


William  Hague  will  maik  the  ex-prem^s  first  poll 
win,  but  Conservative  acceptance  of  . 

is  no  longer  universal.  Robert  Peston  reports 
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iUiam  Hague  will 
.tonight  give  a speech 


WUHain 

tonight  gm  a i speech  education. 

celebrating  the20ffi  ^ SSe  health  service  and 

anniversary  of  other  of  the  welfare 

Thatcher's  epoch-shaping  * 

national  election  ™*ory  of  state.  reflect  Mr- 

iSTB.Birt  since  the  Con^  j^fSsonality.appear- 
tive  party  leader is  W^thradical and ulixa-or- 

one  plank  of  Thatcherite  ide-  . t ggjne'tune.  Oh 

olc^  after  an^riiVroul  * g reading  it  is  a bold  repu- 

tum  out  to  be  a truncated  ^ everytirihg  Baron- 

eulogy-  • . . ggg  Thatcher  held.  dear.  On 

While  Mr  Hague  te  amg^  is  a simple  re£ 

her  praisesPeter  Smatian  of  what  the  party 

deputy.  wiH  be a ^consistently  practised  m 
away  at  London  s exctoswe  ^ but  has  recently 


jmiuvciffcu  j ■ — _ — . 

Thatcher's  epoch-shaping 
national  election  victory  qi 
1979.  But  since  the  Conserva- 
tive party  leader  Is  dttchtt^ 
one  plank  of  Thatcherite  ide- 
ology after  another,  it  could 
turn  out  to  be  a truncated 


away  at  London* 

Cariton  Club  - the  temple  of 
grand  Conservatism  - <ns- 
creetlv  putting  the  boot  in. 

He  will  attempt  to  distance 


government  but  has  recently 
been  chary  of  admitting. 
“S  Lilley  "rill  V™* 
the  Rab  Butler  lecture,  in 


honour  of  the  towering  Con- 
servative politician  of  the 
middle  of  the  century  who 
reconciled  his  party  to  the 
welfare  state  that  Labour 

constructed. 

The  Conservative  party^s 
electoral  successes front  the 
1950s  until  the  advent  of 
Lady  Thatcher  were  built  on 
its  explicit  acceptance  that 
universal  state  education, 
the  state  health  service  and 
a comprehensive  system  of 
sodial  security  protection 
: were  valuable  and  irrevers- 
ible achievements  of  the 
post-war  Labour  -govern- 
ment Indeed,  a senior  Con- 
servative official  said  yester- 
day that  spending  on  health 
and  education  had  consis- 
tently risen  faster  under 
Conservative  administra- 
tions than  Labour. 


But  after  Lady  Thatcher’s 
victory  the  rhetoric  of  the 
party  moved  away  from  the 
moral  obligation  of  the 
strong  to  support  the  weak, 
or  the  healthy  to  help  the 
sick,  and  towards  an  obses- 
sion with  privatisation  and 
the  benign  influence  of  mar- 
kets. __  . • 

Even  Lady  Thatcher 
baulked  at  wholesale  privati- 
sation of  health  or  educa- 
tion. But  there  were  more 
than  enough  gurus  arguing 
publicly  that  the  inevitable 
next  phases  would  be  the 
funding  of  health  provision 
. through  private  insurance 
and  the  allocation  of  educa- 
tion places  through  vouchers 

that  could  be  cashed  in  state 

or  private  schools. 

The  impression  was  cre- 
ated, as  Mr  Lffley  said  yes- 


terday, that  the  party  “did 
not  believe  in  the  welfare 
state". 

Mr  Hague  has  found  from 
his  potinnai  consultation  of 
party  sympathisers  - and 
countless  opinion  polls  — 
that  the  vast  majority  of 
British  people  are  pro- 
foundly attached  to  state- 
funded  health  and  educa- 
tion. . 

This  unpopularity  might 
be  a price  worth  paying  if 
the  Conservatives  could  pro- 
duce an  efficient  scheme  to 
remodel  the  welfare  state  on 
private-sector  lines.  But  Mr 
Lilley,  in  charge  of  the  par- 
ty’s policy  review,  has  con- 
cluded that  such  Ideas  may 
look  compelling  in  theory 
but  do  not  work  in  practice. 
So  Alan  Duncan,  the  health 
spokesman  and  old  friend  of 


Mr  Hague,  has,  for  example, 
been  told  to  ditch  the  idea 
of  extending  tax  breaks 
to  private  insurance 
schemes. 

But  if  market  economics 
are.  no  longer  the  panacea 
for  the  public  sector,  what 
will  fiD  the  void?  The  new 
Conservative  mantra  is  the 
importance  of  handing 
power  back  to  local  authori- 
ties, school  governing  bodies 
and  hospital  trusts. 

Or  putting  it  another  way. 
the  Conservatives  are  now 
converts  to  decentralisation. 
It  is  perhaps  a little  unfortu-  | 
nate  that  the  most  ardent 
centralising  premier  of 
recent  history  was  Lady 
Thatcher.  Mr  Hague  will 
need  all  his  wily  powers  of 
flattery  when  drafting 
tonight’s  encomium  to  her. 


Classified 

information. 


It's  not  as  hard  to 
do  business  in 
Eastern  Europe  as 
some  people  say. 
Just  fold  this  page 
towards  the  West 
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That's  how 
easy  it  is  with 
Bank  Austria 
Creditanstalt 


The  economy  in  Europe  continues  to 
grow  at  a high  pace.  Especially  those 
countries  which  are  candidates  for  early 
membership  in  the  EU.  Bank  Austria 
Creditanstalt,  the  international  arm  of 
Austrian  largest  bank,  has  decades  of 
local  experience  and  with  135  outlets 
the  most  extensive  network  in  the  region. 
And  as  a truly  international  bank.  Bank 
Austria  Creditanstalt  offers  the  most 
comprehensive  range  of  financial  services 
including  commercial,  J easing  and 
investment  banking.  To  take  advantage 
of  your  opportunities  in  Central  and 
Eastern  Europe  contact  Bank  Austria 
Creditanstalt:  info@at.bacai.com 


BanLVVustria 

Creditanstalt 
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Change  and  continuity:  The  mow  to  London  w*  not  make  ua  do  many  things  we  were  not  going  to  do  already.  But  it  wflf  add  a focus  and  a trmetabfe,"  says  Ogflvfa  Thompson 


David  Ahmed 


INTERVIEW  JULIAN  OGILVIE  THOMPSON 


Chief  with  a mission  to  explain 


Gillian  O'Connor  finds  the  head  of  South  Africa's  Anglo 
American  mining  group  is  courting  friends  and  goodwill  as  he 
prepares  for  its  listing  on  the  London  stock  exchange 


Julian  Ogflvie 
P Thompson  arches  his 
hands,  which  are 
remarkably  large,  and  wags 
a finger  at  the  tape  recorder. 
“Now  look.  We  are  in  a tran- 
sition phase.  We  will  just 
have  to  explain  it  to  the 
market.” 

The  chairman  of  Anglo 
American,  In  London  to  pre- 
pare for  the  South  African 
mining  group's  stock 
exchange  listing,  is  trying  to 
express  why  its  management 
does  not  conform  to  the  tem- 
plate of  a FTSE  100 
company. 

There  is  a lot  to  explain. 
Anglo  American,  the  flag- 
ship of  the  Oppenheimer 
empire,  has  holdings  in  De 
Beers,  the  diamond  mining 
company,  and  Anglogold. 
South  Mica’s  biggest  gold 
company,  among  many  oth- 
ers. 

Next  month  Anglo  will 
absorb  Mrnorco.  its  offshore 
resources  arm,  as  part  of  Its 
switch  of  domicile  and  mar- 
ket listing  to  London. 

The  company  was  started 


by  Ernest  Oppenheimer. 
whose  hero  was  Cecil 
Rhodes,  the  freebooting. 
autocratic  empire  builder. 
His  son  Harry,  reputed  to  be 
the  image  of  his  father  but 
with  more  finesse,  remains  a 
grandfatherly  figure  in  the 
background.  Nicky  Oppen- 
heimer. Harry's  son.  is  now 
chairman  of  De  Beers. 

Mr  Ogilvie  Thompson, 
who  is  not  tied  to  the  family 
by  blood  or  marriage,  will 
continue  to  combine  the 
roles  of  chairman  and  chief 
executive  after  Anglo  moves 
to  London.  And  the  cross 
shareholdings  between 
Anglo  and  De  Beers  will 
remain  for  the  foreseeable 
future. 

“We  believe  it  is  right  that 
the  person  who  has  driven 
the  transition  should  con- 
tinue to  drive  the  group  for 
the  first  few  years,”  he  says. 

“So  the  chairman  and 
chief  executive  will  be  the 
same.  But  we  intend  to  sepa- 
rate the  functions  no  later 
than  2002.  Then  we  will  have 
to  see  who  is  the  right  per- 


son to  be  chief  executive  and 
who  is  the  right  person  to  be 
chairman  with  that  chief 
executive." 

It  has  often  been  said  that 
Anglo  is  run  like  a family 
company.  Will  the  new 
board,  which  includes  some 
outside  non -executive  direc- 
tors. mean  changes  in  the 
decision-making  process? 


but  if  the  chairman  pushes 
something,  it  tends  to  go 
through.  We  have  never 
actually  put  anything  to  the 
vote  in  all  the  42  years  I 
have  been  here.” 

The  fingers  bridle  at  the 
thought  of  a vote.  “The  com- 
pany has  been  run  by  people 
wbo  tend  to  be  friends  or 
become  friends.  This  is  not 
necessarily  a bad  thing.  We 
trust  each  other  and  help 
each  other  if  we  can. 

"The  world  has  changed 
and  we  are  going  to  have  to 


*We  have  never  actually  put 
anything  to  the  vote  in  all  the 
42  years  I have  been  here’ 


“It  depends  what  you 
mean  by  ‘run  like  a family 
company’,"  says  Mr  Ogilvie 
Thompson.  “It  has  not  been 
run  in  the  interests  of  the 
family  shareholders  alone, 
but  in  the  interests  of  all 
shareholders. 

“Ernest  took  the  decisions 
himself.  Harry  probably  put 
them  to  the  executive  com- 
mittee. Now  it  tends  to  be 
more  of  a collective  derision 


trim  our  sails  to  the  wind  a 
bit  - be  tougher,  more  ruth- 
less, cut  out  the  dead  wood 
in  every  sense.  But  it  is  not 
a case  of  flipping  from  one 
system  to  another. 

“The  existing  movement 
will  be  slightly  accelerated 
by  our  London  listing.  It  will 
not  make  us  do  many  things 
we  were  not  going  to  do 
already.  But  it  will  add  a 
focus  and  a timetable.'1 


Anglo  will  own  about  30 
per  cent  of  De  Beers;  De 
Beers  about  40  per  cent  of 
Anglo;  and  the  Oppenheimer 
family  almost  10  per  cent  of 
Anglo.  The  cross-holdings 
worry  UK  investors. 

Mr  Ogilvie  Thompson 
takes  what  looks  like  an  air- 
line ticket  out  of  an  inner 
pocket,  tears  it  into  neat 
pieces  and  deposits  it  in  the 
ashtray. 

“I  cannot  see  the  Anglo 
and  De  Beers  stakes  ever 
being  untangled.  Diamonds 
is  a good  area  for  a broadly 
based  mining  company  such 
as  Anglo.  And  De  Beers  has 
always  needed  a counter- 
weight to  its  diamond  side, 
to  protect  it  when  the  cycle 
turns  down.” 

Outsiders  complain  that 
the  structure  of  the  Oppen- 
heimer empire  is  complex 
and  opaque.  Has  this  been 
choice  or  necessity?  And  is  it 
going  to  change?  “It  is  not 
that  we  like  complexity. 
Some  of  it  was  imposed  by 
politics:  the  rest  grew  out  of 
how  you  finance  things." 

. ,Mr-OgUyifi.  Thompson  then  ; 
launches  into  a remarkably 
frank  explanation  of  how  the 
Oppenheimer  empire  used 
its  web  of  companies  to 


f»ypand  internationally  at.  a. 
time  when  South  African 
companies  were  pariahs.  - 

“Harry  used  to  say  that 
the  most  important  thing 
about  De  Beers  was  the 
thing  we  did  not  tell  pur 
shareholders  about  - the 
Russian  diamond  sales  con- 
tract. If  it  had  been  pub-' 
llkhed,  the  Russians  would 
have  broken  it 

‘There  was  a bit  of  a ptob- 
lem  once,  so  we  put  the  con- 
tract through  a third  party, 
so  that  each  of  us  could  hon- 
estly say  that  we  did  . not 
have  a contract."  4. 

The  new  Anglo  promises 
to  be  a model  of  transpar- 
ency. But  what  is  appropri- 
ate for  Anglo  is  not  necessar- 
ily appropriate  for  De  Beers. . 
“De  Beers  Is  a trading  busi- 
ness, not  a production  busi- 
ness. Why  should  we  tell  the 
market  what’s  in  our  dia- 
mond stockpile?  Do  analysts 
expect  a bank  to  disclose  its 
trading  book?” 

The  fingers  arch  patiently. 
The  man  wbo  persuaded  the 
new  government  of  South 
Africa  to.  allow  its  largest 
business  to  emigrate  is  cap- 
tain reasoned  explanation 
will  win  over  the  London 
stock  market 
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'Watermark’ 
keeps  track  of 
video  use 


TIM  JACKSON 

ON  THE  WEB 


A system  that  “watermarks’’ 
video  electronically  and 
tracks  its  use  has  been 
launched  by  New 
York-based  Mediafink 
Worldwide.  The  system  can 
provide  digital  video 
monitoring  and  real-time 
broadcast  tracking  to  the 
International  broadcasting, 
programme  syndication  and 
advertising  industries. 
TeleTrax  uses  technology 
developed  by  Lucent,  of  the 
US,  to  stamp  video  footage 
invisibly  and  indelibly  with  a 
unique  identifying  code 
when  it  is  produced, 
transmitted,  duplicated  or 
broadcast 

Receivers  monitoring 
broadcast  signals  detect  the 
code  and  relay  information 
over  the  internet  to 
Medialink’s  computer 
centre. 

MedtaJInk  sends  the 
results,  plus  information 
identifying  each  station  that 
has  broadcast  or  transmitted 
any  portion  of  the  encoded 
video  and  the  date,  time  and 
duration  of  use,  to  c Rents  via 
the  internet 

As  part  of  the  service, 
MediaJink  plans  to  build  a 
monitoring  network  to 
ensure  all  TeleTrax-encoded 
broadcasts  are  detected. 
wwwjnecMmk.com 


connection  and  requires  a 
minimum  2Mb  of  hard  disk 
space  on  the  web  host 

It  provides  a wide  range  of 
catalogue  templates, 
supports  online  credit  card 
processing  systems 
including  NetSanx, 

DataCash  and  WoridPay, 
and  can  be  linked  directly  to 
an  order-processing  system. 

Other  features  include  the 
abiBty  to  calculate 
automatically  delivery 
charges  based  on 
geography,  weight  and 
shipping  method, 
“industrial-strength" 
encryption  and  the  ability  to 
run  multiple  catalogues  from 
a single  PC. 

www.actinrc.co.uk 


Crest  of  web  retailing 


An  online  retailer  offering  digital  versatile  discs,  is  heading  for  a 
Nasdaq  listing  which  provides  a snapshot  of  web  retailing 


The  truth  about 


using  a web  site 


Cheaper  way  to 
set  up  shop 


Setting  up  an  electronic 
shop  on  tin  web  used  to 
require  the  often  expensive 
help  of  a specialist  IT 
contractor  or  web  design 
house.  But  a relatively  cheap 
and  easy  alternative  is 
available  to  small  and 
medium-sized  businesses  in 
the  latest  version  of 
Dexterity's  Actinic  Catalog 
packaged  software.  Actinic 
Catalog  3,  which  costs  £349 
plus  VAT  in  the  UK,  runs  on 
a standard  PC  with  a 
modem  aid  internet 


A true  measure  of 
customers'  experiences 
using  an  e-commerce  site  is 
the  promise  of  Candle,  the 
Santa  Monica-based 
network  integration  and 
management  software 
specialist  Candle  claims  Hs 
eBA*  Serv  I ceMon  ito  r and 
eBA*ServlceNetwork  will 
help  companies  identify 
where  their  web  sites  are 
failing  and  losing  existing  or 
potential  customers. 

The  software  is  designed 
to  enable  online  businesses 
to  measure  service  levels 
and  user  activity  and  help 
them  adjust  the  design  and 
structure  of  their  web  sites. 
Candle's  software  provides 
web  managers  with  hard 
measurements  of  “round 
trip"  response  times. 

Users  can  be  tracked 
across  geographies,  access 
carriers  and  topologies. 

Reports  include  browsing 
time,  the  path  taken  to 
navigate  the  site,  and  a 
breakdown  of  response  time 
by  client,  network,  saver 
and  tntfvidual  parts  (objects) 
on  the  page.  A software 
starter-pack  costs  £1,247  in 
the  UK. 

www.cBndle.oom 


Paul  Taylor 


As  any  surfer  knows,  you  go 
faster  in  the  water  by  riding 
a wave  than  by  swimming 
against  one. 

This  principle  is  true  in 
business,  too  - but 
companies  are  likely  to  have 
the  chance  to  ride  two  waves 
at  once.  A case  in  point  is 
DVD  Express,  an  online 

retailer  based  in  Hollywood 
that  filed  papers  with  the 
Securities  and  Exchange 
Commission  last  week  to  go 
public  on  Nasdaq. 

DVD  Express  is  poised  to 
benefit  from  the  fast 
increase  in  internet-enabled 
home  PCs,  and  the  growing 
willingness  of  consumers  to 
buy  over  the  web.  But  the 
other  wave  the  company  is 
riding  is  an  entirely  new 
product. 

Digital  versatile  discs 
(DVDs)  look  like  standard 
compact  discs  but  have  far 
greater  storage  capacity. 

This  means  one  DVD  can 
store,  for  Instance,  a 
135-minute  movie  with 
digital  sound,  dialogue  in 
eight  languages,  and 
subtitles  In  32  further 
languages.  With  players 
costing  $250  and  better  video 
quality.  DVDs  have  a good 
chance  of  becoming  the 
standard  for  distributing 
digital  content. 

Back  in  spring  1997,  it 
required  some  vision  to  see 
this  - for  the  new  format 
had  not  been  widely 
adopted,  and  few  titles  were 
available  on  DVD.  But  the 
good  news  was  that  no 
retailer  had  established  a 
brand.  So  Michael  Dubelko, 
a former  Hollywood 
television  executive,  was 
entering  a wide-open  market 
when  he  launched  a web  site 
selling  the  new  discs. 

Two  years  later 
researchers  say  DVD  video 
media  sales  wfll  be  S661m 
this  year.  $l.3bn  next  year 


and  $2.9bn  in  2001  - and 
installed  DVD  players  will 
rise  from  43m  at  the  end  of 
this  year  to  9m  by  the  end  of 
2000. 

Better  still  are  the 
demographics:  47  per  cent  of 
DVD  owners  have  online 
access.  58  per  cent  research 
purchases  online,  and  40  per 
cent  of  them  shop  online. 

Visit  dvdexprvss.com.  the 
company's  web  site,  and  you 
will  find  a store  window 
modelled  closely  on 
Amason.com.  You  can  find 
titles  by  search  or  browsing. 

Behind  the  site  sits  a 
technology  platform  built  by 
Pandesic,  an  e-commerce 
joint  venture  between  Intel 
and  Germany's  SAP,  and  an 
8,000  sq  ft  warehouse  in 
Hollywood.  More  than  40  per 
cent  of  sales  go  outside  the 
US. 

Like  Amazon,  DVD 
Express  aims  to  be 
comprehensive  in  its 
coverage.  But  while  there 
are  millions  of  books  in 


print,  DVD  Express's  public 
filing  indicates  that  there 
are  still  only  around  2,600 
DVD  titles  available  - so  the 
Job  is  a little  easier. 

DVD  Express  is  a little 
unusual  for  a web  business. 
Mr  Dubelko  owns  84  per  cent 
or  the  company's  stock,  with 
the  rest  owned  by 
GeoCapital,  a venture  capital 
fund  based  in  New  York,  and 
the  normal  range  of  stock 
options  ter  employees, 
directors  and  marketing 
partners.  A month  or  so 
from  now.  Mr  Dubelko  will 
probably  be  worth  hundreds 
of  millions  of  dollars  - 
earned,  perhaps,  by  his 
having  funded  Lhe  business, 
worked  without  salary  for 
two  years,  guaranteed  the 
company's  $3m  credit  line  at 
Wells  Fargo,  and  put  in 
81.3m  of  his  own  money. 

DVD  Express's  SEC 
registration  statement, 
available  at  wtouKsec.gov, 
provides  a snapshot  of  web 
retailing  today.  The 
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company’s  sales  grew  from 
$800,000  in  the  last  quarter  of 
1997  to  88m  a year  later. 
Gross  margins  fell  from  17.6 
per  cent  to  10.8  pa*  cent, 
even  though  Mr  Dubelko 's 
history  allows  the  company 
to  make  a quarter  of  its  cash 
purchases  from  studios 
directly  Instead  of  at 
distributors. 

And  marketing  is  a high 
and  growing  expense.  In 
1998,  the  company  spent 
more  than  $4m  on  mark- 
eting. of  which  $3m  went  to 
AOL.  Evidence  of  the  power 
of  having  more  than  igm 
users  can  be  seen  in  the  text 
of  DVD  Express's  deal  with 
AOL,  filed  with  the  SEC, 
which  shows  the  Vtrghria- 
based  online  service  owning 
warrants  over  7 per  cent  of 
the  company  In  addition  to 
the  cash  revenues  from  the 

deal. 

So,  there  are  clearly  high 
risks  attached  to  the  high 
rewards.  Prominent  unumg 
them  is  the  danger  of  being 
"amazoned"  - of  being 
forced  to  compete  with  the 
world's  most  powerful  onHw* 
retailing  brand. 

Another  risk  is  the 
will-  we-ev  er -make-money 
question:  DVD  Express' 
expresses  the  hope  that 
margins  should  rise  as  some 
of  the  new  entrants  give  tip 
selling  at  a loss  and  close, 
but  it  is  hard  to  know  how 
long  that  win  take.  One 
industry  insider  was  quoted 
as  saying  that  DVD  retailers 
were  buying  a title  ter  $18 
which  they  sold  tor  $10. 

Finally  comes  the  risk  of 
technological  change  Today, 
broadband  Internet 
claims  fewer  than  lm 
residential  users.  But  as  it 
sweeps  the  US,  more  digital 
content  will  be  delivered 
electronically.  DVD  Express 
will  have  to  build  a 
franchise  to  avoid  being 
sunk  by  a coming  wave  of 
electronic  download. 
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.High-tech 
insight  into 

the  brain 
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Quite  wbat  the  artist  sees  of  the 
world,  and  how  he  renders  his 
response  and  understanding  into 
a work  oj  art.  are  questions,  that 
“w  ‘Bgjled  curiosity  since  art 
began.  .Which  Is  not  to  say  that 
our  enquiries  should  not  con- 
tinue — and.  if  new  technologies 
appear,  then  why  not  try  them 
outl  The  only  thing  is  not  to 
expect  an  answer.  A mystery 
shifted  sideways,  or  turned 

The  artist  looks,  and 
thinks,  decides  and 
makes  etnark.  But  is 
the  mark  achieved 
the  one  intended? 


upside-down,  is  still  a mystery. 

A small  exhibition  at  the 
National  Portrait  Gallery,  techni- 
cal for  the  most  part  but  aug- 
mented by  a handful  of  relevant 
paintings  and  altogether  thor- 
oughly absorbing,  now  addrp*ts*»s 
just  this  subject  Some  years  ago, 
John  Tchalehko,  a film-maker 
and  scientist,  trained  his  camera 
on  the  {a. inter,  Humphrey  Ocean, 
even  as’  Ocean  went  through  the 
lengthy  process  of  painting  a 
double-portrait  of  him  and  his 
cameraman. 


In  that  mutual  study  lay  the 
germ  of  this  present  exercise,  in 
which  Ocean  has  been  filmed  at 
length,  wearing  an  eye-tracker  - 
which  registers  the  focus  of  every 
flicker  of  the  eye  - while  working 
from  the  model.  It  is  a tool  mm»h 
used  nowadays  in  such  things  as 
the  training  of  pilots  and  the 
ergonomics  of  complex  control 
design,  but  no-one  had  thought  of 
strapping  it  to  an  artist  before. 
To  follow,  it  was  also  thought  a 
good  idea  to  put  him  into  an 
fMRJ  chamber  - which  is  to  say  a 
functional  Magnetic  Resonance 
Imaging  device  - and  have  the 
electrical  activity  of  bis  brain 
recorded  while  he  made  some 
drawings.  We  already  knew 
Ocean  as  one  of  the  more  sensi- 
tive and  intelligent  painters  of 
his  generation,  bat  clinical  con- 
firmation can  only  be  reassuring: 
And  of  course  non-artists  were 
subjected  to  the  same  experi- 
ment, to  make  comparison. 

The  analysts  of  all  this  data  is 
as  fascinating  as  it  is  inconclu- 
sive. The  correlation  of  the  move- 
ment and  focus  of  the  eye,  as 
registered  by  the  tracker,  to  the 
movement  of  rite  hand  as  caught 
on  film,  revealed  a concentration 
of  activity,  even  as  the  hand  was 
hesitating  or  the  eye  checking 
and  re-checking,  that  the  non-art- 
ist could  hardly  begin  to  match. 
Indeed,  from  the  £MRI  material  it 
appears  that  quite  dURaail  parts 


Wired  up: Humphrey  Ooagn  demonstrates  the  use  of  the  aya-traotor  as  ha  ’ 


of  the  brain  were  engaged.  It  is 
indeed  remarkable  to  have  the 
working  visual  process  demon- 
strated, as  Tcbalenko  puts  it,  as 
“hundreds  of  eye-hrain-hand-eye 
cycles,  each  lasting  a few  sec- 
onds”, and  mark  the  astonishing 
accuracy  of  attention,  as  both  eye 
and  hand  turn  unerringly  from 
the  model  to  the  equivalent 
gqnarp-ir>m>rw»frrp  on  the  surface 
of  tiie  paper,  and  so  back  again. 
But  we  are  left  uo  nearer  an 
answer  to  the  greater  question. 

For  an  aptitude  may  be  Inher- 
ited, and  a skill  developed. 
Nature  or  nurture,  or  a bit  of 
both:  which  is  it  to  be?  As  Tchal- 
enko  wryly  admits:  “the  more 
factual  details  I uncover  about 
this  process,  the  more  mysterious 


the  central  act  of  creation 
appears.”  And  Ocean  himself 
hardly  clarifies  the  Issue:  “At  any 
given  moment",  he  tells  us  in  the 
exhibition  pamphlet,  T will  start 
with  what  I can  see  from  where  I 
am.  I try  to  achieve  a likeness. 
But  what  7 want  is  a likeness  to 
the  reaction  I have  to  something 
I can  see.”  A pamphlet  diagram 
gives  us  the  cycle  of  “the  eye 
captures/  the  brain  processes/  the 
band  implements/  the  eye  evalu- 
ates" and  so  round  again,  with  a 
short-circuit  or  two  across  the 
circle. 

This  Is  dense  stuff,  but  impor- 
tant nonetheless.  For  what  we 
are  asked  to  look  at  is  the  visual 
intelligence  at  work,  and  it  is 
work  of  a very  particular  kind. 


a one  portrait 

We  tend  to  recognise  intelligence 
only  by  conventional  academic 
criteria,  founded  upon  estab- 
lished fact,  moderated  by  reason. 
Which  is  all  very  well,  as  far  as  it 
goes,  but  it  does  then  confound 
us  when  we  confront  great  works 
of  art,  that  we  acknowledge  to  be 
the  mark  and  triumph  of  our  civ- 
ilisation. yet  unamenable  to  such 
rationalisation.  What  is  there  to 
say,  in  such  a way,  of  the 
National  Gallery’s  great  portrait 
by  Rembrandt  of  the  aged,  lately 
bereaved  Margaretba  de  Geer 
(1661).  that  Ocean  has  included  in 
this  exhibition  and  is,  in  its 
riChly  dotted  surface,  one  of  the 
most  profound  studies  of  human- 
ity ever  made?  We  may  mumble 
something  of  the  artistic  temper- 


ament and  a natural  gift,  as 
though  to  put  it  all  down  to 
native  luck-  The  intuitive,  side- 
stepping “yd  critical  intelligence 
is  always  unsettling. 

My  feeling  is  that  it  is  by  such 
objective  engagement  with  the 
real  and  visible  world  that  the 
artist  seeks  to  make  real  his 
sense  of  being  alive  and  sentient 
within  it  And,  perhaps,  by  get- 
ting close  to  getting  it  right  he 
then  makes  it  available  to  US  to 
make  sense  of  in  our  turn,  and  in 
our  way,  by  the  light  of  our  own 
experience.  The  artist  looks,  and 
thinks,  decides  and  makes  a 
mark.  But  is  the  mark  achieved 
the  one  intended?  And  does  the 
one  intended,  in  the  event,  match 
the  perceived  reality?  And  what 
about  the  mark  laid  next  to  it, 
and  the  next  and  next?  As  the 
marks  accrue,  so  does  the  unfore- 
seen, by  an  impulse  here,  an  acci- 
dent there,  an  intuitive  adjust- 
ment there,  and  all  to  be 
critically  considered  against  the 
reality.  So  it  goes  on.  round  and 
round,  as  the  pamphlet  says.  It 
will  never  be  right,  quite.  There 
is  no  end  to  it.  which  is  the 
greater  mystery. 

For  the  past  30  years  or  so.  our 
art  educators  have  largely  aban- 
doned the  critical  practice  of 
objective  and  technical  study  in 
favour  of  uninhibited  self-expres- 
sion on  the  one  hand,  and  the 
self-conscious  pursuit  of  ideas  on 
the  other.  For  my  part  I cannot 
help  but  think  that  what  was 
good  for  Rembrandt  and  Gwen 
John  (another  of  Ocean’s  exem- 
plars) still  had  its  uses.  The  indif- 
ferent student  thus  acquired  a 
critical  apparatus  and  technical 
skill:  the  gifted  student  the  free- 
dom to  work  as  he  chose.  By  this 
small,  intelligent  display,  almost 
by  the  way,  Humphrey  Ocean 
and  John  Tchalenko  show  all  is 
not  lost  The  work  goes  on. 


THEATRE  IN  PARIS  RICHARD 


Boiled  down  to  blood  and  guts 


Revamping  the  classics,  or 
“relecture"  as  it  is  politely 
known,  has  been  the  maio  con- 
cern of  zrfany  French  theatre 
directors  for  close  on  30  years, 
now:  Patrice  Chdreau  drew  inter- 
national attention  to  the  trend 
with' his  highly  acclaimed  cente- 
nary treatment  of  Wagner’s  Ring 
Cycle  at  Bayreuth  In  1976.  Shake- 
speare’s RicJiard  JUT  is  the  latest 
to  be  put  through  the  mill  of 
“relecture"  with  highly  unortho- 
dox and  very  happy  results. 
Under. a marquee  in  the  Parc  de 
la  VHtette,  director  Genevifeve  de 
Kemabon  has  forged  a some^ 
times  overstated  and  terrifying, 
universe  out  of  Shakespeare's 
darkest  history  play . It  is  partly 
mime^-partly  puppet  show,  and 
mostly1  declamatory  theatre  using 
minimal  props,  in  the  purest 
Renaissance  tradition. 

The  set  is  a half-moon  wall  of 
wooden  planks,  in  which  numer- 
ous doors  provide  for  lots  of 
clever  exits  and  entrances.  The 
costumes  mix  ancient  and  mod- 
ern. and  gender  is  constantly 
interchangeable:  the  Duchess  of 
York  is  played,  in  a period  dress, 
by  a man.  Joe  Sheridan,  who  also 
takes  the  role  of  her  son  Edward, 
wearing  schoolboy’s  uniform. 
The  Bishop  of  Ely  is  an  actor 
rigged  up  like  a rag  doll,  and 
various  minor  masculine  roles, 
such  as  Clarence's  jailer,  become 
even  more  sinister  played  by 
women.' The  biggest  single  shock 
of  aD,  ' however,  is  legless  actor 
Herve  Paillet  as  Richard.  “Rudely 
stamp’d”  indeed,  he  is  either  car- 
ried by  another  actor  or  moves 
around  stage  on  his  arms.  Paillet 
was  a replacement  for  a col- 
league, suffering  from  brittle 


INTERNATIONAL 


AMSTERDAM 

OPERA  ■ 

Netherlands  Opera,  Het 
Mittfefctheater 

Tet  31-20-551  8911 
Otello:  by  Verdi.  Conducted  by 
Carlo  Rizzi  In  a staging  by  Klaus 
Michael  Grflber;  with  a 
by  Vladimir  Bogachev;  Apr  22. 25 

BERLIN 

DANCE 

Deutsche  Oper 

-Tet.J  ■49-30J34384-01  . 
TokycrBftM:  ih  a Maunce  Bejart 
programme  comprising 
Stravinsky's  Le  Sacra  de  - 
Printemps  and  Petruschka,  and 
Ravel's  Bolero;  Apr  20,  zi 

COPENHAGEN 

EXHIBITION 

Louiaana  Museum  of  Mode™ 
Art;  Humlebaek 
Tel:  45-4919  0719 

wwwJouisiana.dk  „ _ 

The  Asian  City  of  the  ^ ^sp&y 
focusing  on  the 

cultural,  pdfied  and 

development  In  Asia,  and  on  the 


bone  disease,  who  died  suddenly 
during  rehearsals. 

A confusingly  densely  popu- 
lated play  by  any  standards, 
Richard  III  can  be  pretty  baffling 
in  this  version  too,  even  with  the 
help  of  as  additional  introduc- 
tory monologue  by  the  dead 
Henry  VI,  all  gore  and  protruding 
daggers.  Paillet’s  disability, 
meanwhile,  is  so  major  as  to  be 
continuously  disturbing.  Strong 
on  the  role's  dramatic  aspects. 


The  Duchess  of  York  is 
played,  in  period  dress,  by 
a man;  butthe  biggest  ' 
single  shock  of  aU  is  the 
legless  actor  Herat  Paillet 
as  Richard 


his  delivery  all  too  often  sacri- 
fices the  poetry,  which  is  good 
even  in  French,  while  turning  aU 
of  Richard’s  curdlingly  clever 
sarcasms  into  angry  diatribe.  So 
much  inventiveness  and  so  much 
violence  (Clarence  is  drowned  in 
the  “malmsey  butt"  on  stage  and: 
not  oft  as  Shakespeare  directed) 
are  wildly  entertaining  even  if 
the  play  itself,  bereft  of  its  ten- 
derness and  poetry,  does  end  up 
resembling  a bloo&and-guts  trag- 
edy by  some  - minor  Elizabethan 
playwright. 

Richard  IB  Is  also  centre  stage 
act  the  Theatre  de  la  Bastille  in 
Imprecation  36.  Written  and 
directed  by  Michel  Deutsch,  it  is 
not  so  much  a play  as  a 

dialogue  between  East  and  West; 
to  Apr  21  . 

FLORENCE 

OPERA 

Teatro  Comunaie 
Tel:  39-055-211158 
www.ma39iofiorBf7tfno.com 
The  Queen  of  Spades:  by 
Tchaikovsky.  Conducted  by 
Semyon  Bychkov  in  a staging  by 
Lev  Dodin,  In  a co-production 

with  Netherlands  Opera  and  _ . 

Opera  National  de  Paris;  Apr  21, 

24  ' ' ' • 

FORT  WORTH 

exhibition 

Kimbe#  Art  Museum 

Tel:  1-817-3328451 

www.kimbeliartorg 

Gifts  of  the  NBa*  Ancient  ■ 

Egyptian  Faience.  Display  of 

ceramics,  known  as fafep0®*  ® - 

mixture  worked  by  the  Egyptians 

and  regarded  by  there  as 

magical;  to  Apr  25  _ _ 

HAGERSTOWN 

^S^co“^Mosaumof 

^u£l-739  57Z7 
wwv.wsshoimusamov 

Charles  Watther:  works  of.  the  - 

Maryland  Modernist 

displayed  here;  to  Jun  13 


HOUSTON 

Houston  Grand  Opera, 
Wortham  Center 

Tel:  1-713-227  2787 


tongue-in-cheek  mish-mash  of 
sketches,  performed  on  a bare 
stage  and  very  loosely  bnilt 
around  Shakespeare’s  Richard 
and  a similarly  psychopathic, 
unnamed  modern-day  crook. 

Andr§  Wilms  slips  from  an 
impressive  Com&die  Franpaise 
delivery  of  Richard,  complete 
with  heavily  accentuated  hump- 
back and  Hmp,  into  something 
altogether  more  supple,  contem- 
porary and  full  of  expletives,  as 
the  ni-de  fined  crook. 

He  is  accompanied  by  young 
actresses  Judith  Henry  and  Marie 
Payen  In  a multitude  of  roles 
Renaissance  and  modern;  bad 
guys.  Deutsch  seems  to  be  say- 
ing; are  bad  guys,  whether  mur- ' 
tiering  their  way  to  the  throne  .or 
peddling  heroin.  It  may  not  be  a ' 
profound  point,  but  it  does  make 
for  good  entertainment.  Accom- 
panied by  a four-man  rock  band, 

Wilms  first  of  afl  raps  his  way 
through  the  cast  list  before 
launching  into  a diatribe  against 
.fee  insipidity  of  modern  life,  too 
many  TV  chat  shows,  too  much 
obsession  with  hygiene,  and  then 
acts  the  Richard  HI  confrontation 
between  Richard  and  Lady  Anne: 

“Foul  devil,  for  God’s  sake,  hence 
and  trouble  us  not" 

It  all  ends  finally  with  a 
Shouting  match  between  Princess 
Diana  and  Camilla  Parker- 
Bowles,  to  the  accompaniment  of 
a shower  of  rain  and  Elton  John's 
“Candle  in  the  WldcT.  Far  more 
than  merely  pretentious,  it  is 
hilariously  funny. 

Nicholas  Powell 

April  25  Unorthodox:  Htwv6  Pafflet  (being  held,  centre)  as  Richard  lit  in  de  Kemtabon’s  Paris  production 


www.hgo.com 

Resurrectfon:  world  premiere  of 
Tod  Mach  over’s  new  opera  set  in 
Tsarist  Russia,  with  a libretto  by 
Laura  Harrington.  Patrick  • 
Summers  conducts  a staging  by 
Braham  Murray,  with  designs  by 
Simon  Higiett;  Apr  23, 25 

LONDON 

CONCERTS 
Barbican  Hall 

Tet:  44-171-638  8891 
Cfty  of  London  Sinfonia: 
conducted  by  Richard  Hlckox  In 
works  by  Strauss,  Haydn  and 
Beethoven,  with  soprano 
Christine  Brewer;  Apr  21  ; 

Royal  Festival  Hall 
Tel:  44-171-960  4242 
London  Philharmonic  Orchestra: 
continuing  (he  International 
Series  Daniel  Harding  conducts  . 
in  works  by  Brahms,  Mozart,  and 
Strauss;  Apr  20 

EXHIBITION 
National  Gallery 

Tek 44-171-839 3321 
Portraits  by  Ingres:  Images  of  an. 
Epoch.  40  paintings and  50 
drawings  by  the  19th  century 
French  painter.  Includes  major 
loans  from  museums  In  France, 
the  US  and  elsewhere;  then 
touring  to  the  US;  to  Apr  25 

OPERA  7 

EngSsh  National  Opera, 

London  Cofisetim 
Tel:  44-171-8328300  - 

Salome;-  David  Atherton  conducts 
Richard  Strauss’  opera,  starring 
Vivian  Tierney  as  Salome  in 
■ David  Leveaux’s -production;  Apr 


Sadler’s  Wells 

Tet:  44-171-863  8000 
The  Royal  Opera:  Paul  Bunyan, 
by  Benjamin  Britten.  Staging  by 
Francesca  Zambsffo,  conducted 
by  Richard  Hlckox  (replaced  by 
Chris  Willis  on  Apr  27);  Apr  23, 
24 

LOS  ANGELES 

CONCERT 

Music  Center:  Dorothy 
Chamfer  Pavilion 
Tel:  1-213-365  3500 
www.laphH.org- 
Los  Angeles  Philharmonic: 
conducted  by  Alan  Gilbert  in 
works  by  Bernstein,  Ruggles. 
John  Williams,  and  Copland; 
featuring  David  Breidenthal  on 
bassoon;  Apr  22, 24,  25 

MUNICH 

CONCERTS 
Phflharmonie  Gasteig 
Tel:  49-89-5481  8181 

• European  Brass  Band 
Championships;  Apr  24  ■ 

» Munich  Philharmonic 
Orchestra:  conducted  by 
Manfred  Honeck  in  works  by 
Wolf  and  Tchaikovsky;  Apr  21, 
22,23 

• Plnchas  Zukerman:  recital  by 
thevibtinist  of  works  by  Mozart, 
Takemitsu,  Schumann  and 
Brahms,  with  piano  soloist  Marc 
Neikmg;  Apr  20 

NAGOYA 

EXHIBfHON 

Nagoya/Boston  Museum  of 
Fine  Arts 

www. nagoya-boston.or.jp 


Art  of  the  Ancient  Mediterranean 
World:  inaugural  long-term 
display  of  more  than  220  objects, 
ranging  from  prehistoric  Egyptian 
earthenware  to  a fresco  from 
Pompei;  to.Jul  15 

NEW  YORK 

CONCERTS 

Avery  fisher  Hall,  Lincoln 
Center 

Tel:  1-212-875  5030 
www.llncolncentar.org 

• New  York  Philharmonic: 
conducted  by  Cofm  Davis  In 
works  by  Mozart,  with  piano 
soloist  Imogen  Cooper,  Apr  20 

• New  York  Philharmonic: 
conducted  by  Colin  Davis  In  the 
world  premiere  of  James 
MacMillan’s  The  World’s 
Ransoming,  with  English  horn 
soloist  Thomas  Stacy.  The  • 
programme  Is  completed  by 
Bruckner's  Symphony  No.  9;  Apr 
22. 23, 24 

Kaufman  Concert  HaB 

Tel:  1-212-996  1100 
Recital:  Violinist  Raimundas 
Katilius  and  pianist  Golda 
Vainberg-Tatz.  present  the  woks 
of  Grieg,  Balsys,  Debussy,  and 
Mendelssohn,  along  with  a world 
premiere  by  Poh'sh-lsraefi 
composer  Jan  Radzynski;  Apr  24 

EXHIBITION 

Metropolitan  Museum  of  Art 
Tet:  1-212-879  5S0Q 
www.metmuseum.org 
18th  Century  French  Drawings  ki 
New  YoiK  Collections:  highlights 
of  a century  of  collecting, 
featuring  100  outstanding 
examples  by  59  artists  including 
Watteau,  Boucher  and 


Fragonard;  to  Apr  25 

OPERA 

New  York  City  Opera,  New 
York  State  Theate- 
rs/; 1-212-870  5570 
wwwjiycopera.com 

Intermezzo:  by  R.  Strauss.  New 
staging  by  Leon  Major,  with  sets 
by  Andrew  Jackness  and 
costumes  by  Martha  Mann. 
Conducted  by  George  Man  ah  an; 
Apr  21,  24 

PARIS 

EXHIBITION 
Musee  du  Louvre 

Tel:  33-1-4020  5757 
Www.fouvre.fr 

Le  Pyramids  du  Louvre  a 10  Ans: 
programme  of  lectures,  walks, 
concerts  and  films,  celebrating 
the  pyramid’s  10th  anniversary; 
to  Apr  21 

OPERA 

Optira  National  de  Paris,  Opera 


Tel:  33-1-447 3 7300 
www.cpera-de-parfs.fr 
Lohengrin:  by  Wagner. 
Conducted  by  Mark  Elder  in  a 
staging  by  Robert  Carsen,  with 
designs  by  Paul  Steinberg;  Apr 
22,  25 

TOKYO 

OPERA 

New  National  Theatre 

Tel:  81-3-5352  9999 
Die  Fledermaus:  by  J.  Strauss. 
This  production  fe  conducted  by 
Yukio  Krtahara  in  a staging  by 
Kyoko  Fujishiro,  directed  by 
Hirohdri  Terasaki;  Apr  22,  23,  24, 


MUSIC 


The  Painter's  Eye  - Humphrey  Ocean 
& John  Tchatanko:  The  National  Por- 
trait Battery,  St  Martin's  Place,  Lon- 
don WC2,  unffl  June  13;  part  of  The 
Weficome  Trust  SC1-AKT  Project 


David  Sauveur 


Strauss 
tarts  up 
Mozart 


On  Friday  Richard  Hlckox  and 
his  City  of  London  Sinfonia 

scored  a triumph  for  the  Strauss 
half-centenary  by  introducing  ns 
to  something  rare,  largely 
unheard-of  and  altogether 
fascinating.  It  both  was.  and  was 
not,  Mozart’s  1781  opera 
Idomeneo,  King  of  Crete. 

Strauss  worshipped  Mozart, 
and  idomeneo  had  been  virtually 
forgotten  in  Austro-German 
opera  houses  - too  stately, 
wordy  and  formal,  too  much  of 
an  antique  opera  stria.  When 
somebody  remembered  that  1931 
would  be  its  150th  anniversary, 
Strauss  undertook  to  modernise 
it,  “to  win  back  Idomeneo  tor  the 
German  stage*. 

Working  with  a new  German 
text  by  the  producer  Lofear 
Wallenstein,  Strauss  eliminated 
all  the  recitatives  in  favour  of 
succinct,  symphojucally 
composed  passages,  and 
discreetly  re-tonched  some  of  the 
orchestration.  Furthermore  be 
reduced  Electro,  a dramatic  but 
somehow  non-fimctional  role  in 
the  original  Mozart,  to  a mere 
high  priestess  who  doesn’t  want 
Idomeneo’s  son  to  “taint  the 
purity  of  Greek  blood"  by 
wedding  the  Trojan  princess  Ilia. 

Even  in  1931,  it  was  bold  to 
make  this  unsympathetic 
creature  an  exponent  of 
quasi-Nazi  racism!  Strauss  also 
cot  Arbace’s  bass  arias,  which  is 
standard  practice  now,  and 
Idomeneo’s  Toma  la  pace"  too. 
Beyond  that  again,  he  re-ordered 
much  of  the  action,  compering 
new  music  for  the  new  joins, 
partly  on  Mozart’s  themes. 

Finally  - and  this  is  why  the 
Straoss-Mozart  Idomeneo  could 
never  be  a substitute  for  fee  real 
thing  - he  inserted  shamelessly 
personal  bits  of  his  own.  A 
disconcerting  quote  (way  out  of 
line)  from  his  Aegyptische 
Helena;  a churning 
late- Romantic  interlude  for  Act 
2;  and  spectacularly,  just  before 
Mozart's  reverent  final  chores  In 
Act  3,  an  ecfo-Straoss  ensemble 
that  soars  to  ecstatic 
RosenkavaHer  heights  before  it 
sinks  to  a glowing  Capricdo 
close. 

Hlckox  let  ns  hear  that  all  this 
re-working  and  re-writing 
stemmed  from  deep  affection  for 
Mozart.  Who  cares  whether  it 
was  “misguided",  or 
“anachronistic"?  Since  there  is 
no  chance  of  its  supplanting  the 
original,  we  can  appreciate  the 
result  as  an  overweening  tribute 
from  a master  hand. 

Thanks  to  an  excellent  cast, 
Zed  by  Alison  Hagley’s 
searebingiy  subtle  Ilia  and  Kurt 
Streit’s  sombre,  troubled 
Idomeneo,  with  Pamela  Helen 
Stephen’s  upstanding  mezzo 
Idamante,  Christine  Brewer’s 
urgent  priestess,  Matthew 
Brook’s  various  bass  roles  and 
the  London  Symphony  Chores, 
while  fee  hybrid  score  lasted  It 
almost  persuaded.  No  Strauss! an 
and/or  Mozartean  who  was  there 
could  have  foiled  to  be  stirred 
and  amazed,  and  often  amused. 

For  the  sake  of  those  who 
weren’t  Hlckox  and  fee  CLS 
must  commit  their  vital 
performance  to  CDs.  An 
“important'’  rediscovery?  - well, 
not  really:  but  intriguing, 
thought-provoking . . . most 
certainly,  yes. 

David  Murray 


Sponsored  by  HSBC  Nokftigs  pile, 
with  support  from  The  John  Blennan 
Foundation. 


ZURICH 

EXHIBITION 

KunsthaHe 

Kandinsky,  Chagall,  Malevich  and 
the  Russian  Avant-Garde:  show 
tracing  the  art  movements 
between  the  Russian  revolutions 
of  1905  and  1918,  and  focusing 
on  attempts  by  artists  to  fuse 
aspects  of  folk  culture  with 
Western  modernism.  Many  of  the 
100  works  on  display  are  on  loan 
from  Russian  museums;  to  Apr 
25 


TV  AND  RADIO 

• WORLD  SERVICE 

BBC  World  Service  radio  for 
Europe  can  be  received  in 
western  Europe  on  medium  wave 
648  kHZ  (463m) 

EUROPEAN  CABLE  AND 
SATELLITE  BUSINESS  TV 

• CNN  International 

Monday  to  Friday,  GMT: 

0630:  Moneyline  with  Lou  Dobbs 
1330:  Business  Asia 
19  J3D:  World  Business  Today 
22 XKh  World  Business  Today 
Update 

.•  .Business/Market  Reports: 
05:07;  06:07;  07:07;  08^0;  0920; 
10:20;  11:20;  11:32;  1220;  13:20; 
14120.-  ' - . . 

At  0850  Tanya  Beckett  of  FTTV 
reports  live  foam  LIFFE  as  the 
London  market  opens. 


B-.if  53MJ-cBSb  Bgg-e- 
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COMMENT  & ANALYSIS 


Outdated  ideals  and  misplaced  beliefs  in  the  role  of  companies 
are  keeping  too  many  big  businesses  going 


Whv  don't  more  bic 
companies  die?  After  all.  if 
end-of-the-m  i lien  nium 

capitalism  is  as  competitive 

as  we're  told,  surely  we 
should  be  surrounded  by 
corporate  corpses? 

Air  hough  small  companies 
perish  by  the  thousand,  hig 
companies  rarely  die 
completely.  Instead,  they  art' 
taken  over.  Such 
transactions  tin.  Jmm  time  So 
Ume.  result  in  the  extinction 
of  the  acquired  company. 

But  more  often,  as  the  vogue 
for  purported  "mergers  of 
equals’*. indicates,  much  of 
the  old  company  survives. 
Culture,  staff,  management, 
brands,  business  model. 
Internal  processes  - all 
linger  on  for  decades, 
fighting  a re aj ■guard  action 

against  the  acquirer. 

Does  this  make  sense'.’  N'o. 
argues  Andrew  Campbell  of 
the  Ashridge  Strategic 
Management  Centre. 
Companies  should  simply  be 
allowed  to  die  when  their 
time  is  up.  he  says.  Their 
assets  - including  brands  - 
can  be  sold.  If  they  have 
value,  they  will  survive  in 
more  suitable  bands.  But  the 
companies  themselves 
should  disappear. 

. We  Instinctively  find  this 
approach  difficult  to  accept. 
Although  hostile  takeovers 

arc  commonplace,  the  raider 
who  seeks  to  dismember  a 
company  is  still  vilified, 
even  in  the  US. 

Governments  no  longer 
.subsidise  failing  companies, 
but  they  do  everything  short 
-of  that  to  keep  big 
businesses  alive,  especially 
in  manufacturing. 

One  school  of  thought  is 
that  tills  is  as  it  should  Ik*  - 
a company  is  more  than  the 
sum  of  its  economic 
activities.  It  is  a living  . 
institution,  like  a religious 
order.  Since  this  view  is 
widely  held,  companies  are 
upheld  by  the  strong  instinct 
to  preserve  life. 


But  consider  for  a mumeut 
the  alternative  view.  Think 
ol  a company  as  merely  a 
way  to  achieve  economic 
purposes,  a bundle  of 
coul  rafts,  relationships,  and 
assets.  These  have  value  by 
tlxerbclves.  for  tli*-*  company 
to  survive  it  must  add 
something  else  if  it  does 
not.  surely  it  should  die. 
blowing  the  assets  to  be 
used  elsewhere? 

Iru-uinbeut  managers 
should,  in  other  words, 
recognise  when  their 
stewardship  of  their 
companies’  assets  and 
relationships  no  longer 
serves  an  economic  purpose. 
They  make  this  judgment 
about  peripheral  activities: 
the  ye:  of  divestment  is  an 
explicit  acknowledgement 
that  a subsidiary  is  more 
valuable  in  other  hands.  It  is 
perhaps  lime  for  them  to 
apply  this  to  their  own 
stewardship  of  the  core 
business. 

Acquiring  managers  would 
have  to  change  the  way  they 
operated.  They  would  be  free 
to  display  more  ruthlessncss 
in  the  early  months  of  the 


takeover,  instead  of 
mouthing  platitudes  about 
drawing  on  the  best  of  two 
traditions.  But  they  would 
soon  face  a harsh  test  for 
their  stewardship  of  the 
newly  acquired  assets:  can 
‘boy  use  them  more 
effectively?  If  not.  it  would 
be  time  for  the  assets  to 
change  hands  again. 

Even  though  this  approach 
is  not  widely  shared  today, 
cosh  takeovers  help  push 
managers  and  investors  to 
think  in  this  way.  The  recent 
trend  towards  all-share 
mergers  lets  them  off  the 
hook,  by  leaving  a tempting 
zone  of  ambiguity.  A year  or 
so  down  the  road,  it  is 
harder  to  judge  how  much 
an  all-paper  acquirer  paid, 
and  how  effectively  it  is 
using  its  new  assets.  A 
will  inguess  to  tolerate  the 
idea  of  corporate  extinction 
would  sharpen  the  debate  on 
such  deals. 

Take,  for  example,  the 
three-way  wrangle  over 
Telecom  Italia’s  fate. 

Clearly,  whatever  happens 
in  the  market  for  corporate 
control.  Italians  must 


continue  to  receive  a phone 
service.  That  test  is  likely  to 
be  satisfied  by  any  of  the 
proposed  outcomes: 
continued  independence  for 
the  company;  a takeover  by 
Olivetti;  or  u merger  with 
Deutsche  Telekom.  So  bow 
should  the  battle  be  decided? 

All  three  protagonists 
present  themselves  as 
stewards  or  Telecom  Italia's 
legacy.  Olivetti's  Roberto 
Colaninno  seeks  to  manage 
it  better;  so  does  Franco 
Bemabe.  the  company's 
boss.  The  Deutsche  Telekom 
merger  is  proposed  as  a 
means  of  allowing  both 
companies  to  survive  the  era 
of  European 
telecommunications 
deregulation,  with  their 
heritage  of  mass  coverage, 
universal  service  and 
national  pride  intact 

If  you  set  aside  the  natural 
yearning  for  corporate 
immortality,  all  three 
proposals  have  drawbacks. 
Both  Mr  Bemabe  and  Mr 
Colaninno  are  asking 
shareholders  to  take  their 
managerial  determination  on 
trust.  The  Deutsche  Telekom 
merger  would  - we  are  told 

- involve  some  industrial 
reorganisation.  But  no 
matter  bow  sweeping,  this  is 
probably  not  the  best 
possible  use  of  the  two 
companies'  assets,  since  the 
various  elements  of  the  two 
companies’  portfolios  could 
individually  find  better 
partners. 

Since  no  one  disputes  that 
Telecom  Italia  has  been 
wastefully  managed  in  the 
past,  this  three-way  choice 
seems  unnecessarily  limited. 
Perhaps  a full-scale  auction 
of  Telecom  Italia’s  assets 
would  serve  shareholders 
and  customers  better.  Even 
employees,  who  have  the 
most  to  lose  if  existing 
relationships  are  threatened, 
might  ultimately  do  better 
from  working  in  a more 
effective  structure.  Such  an 
auction  would  break  the 
business  down  into  its 
components  - property, 
infrastructure,  long  distance 
carriage,  “local  loop", 
customer  service,  and  so  on 

- then  sell  them  separately. 
The  outcome  would. 

indeed,  be  corporate 
euthanasia.  As  the  Victorian 
poet  Arthur  Hugh  Clough 
put  it:  ’‘Thou  shalt  not  kill: 
but  need's!  not  strive/ 
Officiously  to  keep  alive.” 

petcr.martirvdjt.com 
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An  Irishman  is  best  for  trade  post 


From  Hir  Roy  Denman. 

Sir.  with  an  imminent 
changing  of  the  guard  at  the 
European  Commission, 
William  Wallace’s  plea  for  a 
more  effective  European 
approach  to  the  US  is  timely 

(“Meeting  of  minds". 

April  15». 

The  new  president  faces 
three  challenges. 

Europe  has  spoken  with  a 
single  voice  on  trade  issues 
for  the  past  40  years:  this 
has  enabled  it  to  make  a sig- 
nificant contribution  to  the 
liberalisation  of  world  trade. 
But  there  is  no  single  Euro- 
pean voice  in  services  and 
environmental  and  social 
policies  - areas  of  growing 
importance.  The  US  and  the 
European  Union  are  about  to 


embark  on  a new  “millen- 
nium round"  of  trade  negoti- 
ations and  it  is  high  time  the 
Commission  was  the  EITs 
representative  on  these 
issues  as  it  is  for  trade. 

Representation  of  the  euro 
on  the  world  stage  is  also  a 
mess.  The  vanity  of  finance 
ministers  is  legendary.  But 
the  longer  the  Euro  11  take 
to  agree  to  be  represented 
simply  by  the  equivalent  of  a 
Treasury  secretary  and  the 
president  of  the  European 
Central  Rank,  the  longer  it 
will  take  for  Europe  to  be 
taken  seriously. 

What  sort  of  person  will 
Romano  Prodi  designate  as 
the  Commissioner  dealing 
with  external  trade?  Wifi  he 
or  she  be  a failed  politician. 


or  someone  who  knows  the 
US,  is  as  tough  as  old  hoots, 
but  can  charm  birds  off  trees 
whether  in  Houston.  Atlanta 
or  Capitol  Hill?  Writing  as  a 
European  with  a British 
passport,  with  some  experi- 
ence in  this  field,  1 would 
say  the  best  bet  here  could 
be  an  Irishman.  And*  many 
in  Brussels  would  agree  that 
Peter  Sutherland  would  be 
the  best  possible  choice.1 

The  answers  to  these 
questions  will  test  not  only 
the  ability  of  Mr  Prodi  but 
the  promised  goodwill  of  the 
European  heads  of  govern- 
ment. - 

Roy  Denman, 

194B  Avenue  de  Tervaren, 
1150  Brussels.  Belgium 


The  truth  as  recognised  by  BBC  journalists 


From  Z.  Jakupovic. 

Sir.  It  is  incredible  how 
BBC  World  studio  journal- 
ists react  when  interviewees 
criticise  Nato  over  the  bomb- 
ing of  Yugoslavia.  They 
seem  shocked,  never  let 
their  guests  finish  and  keep 
repeating  unsubstantiated 
Nato  spokesmen's  claims  of 
Serbian  atrocities.  However, 
if  they  hear  “Serb  bashing” 
they  are  more  than  willing 
to  give  such  commentators 


all  the  time  in  the  day,  with- 
out much  cross-questioning. 

Does  the  only  truth  you 
recognise  come  from  “reli- 
able Nato  sources”,  ie  the 
Kosovo  Liberation  Army  and 
Nato,  which  have  proved  to 
be  very  dubious?  Or  are  you 
just  afraid  tbat  the  British 
people  cannot  handle  a com- 
plicated situation  in  which 
the  Serbs  are  not  the  vil- 
lains? I do  not  have  to 
remind  you  that  many  Nato 


claims  have  had  to  be 
retracted  quickly,  but  I am 
stm  waiting  for  a significant 
Yugoslav  government  lie. 
Unlike  people  in  the  UK,  1 
have  the  opportunity  to 
watch  BBC.  CNN  and  Sky 
News  as  well  as  Yugoslav 
TV.  and  1 cannot  believe 
how  low  western  media  have 
stooped. 

Z.  Jakqpovic, 

Belgrade,  Yugoslavia 


‘Happiness’  is  a sad  tale  of  oddballs’  desperation 


From  Mr  Samuel  Walden. 

Sir.  “If  there  are  any  bet- 
ter films  in  the  next  millen- 
nium we  will  all  want  to 
stay  alive  and  see  it  out.” 
This  was  Nigel  Andrews' 
verdict  iu  his  review  of 
Happiness  (April  15).  Such 
ballyhoo  is  clearly  intended 
to  leave  readers  with  a 
■ must-see"  endorsement 

Regrettably,  hating  fol- 
lowed this  advice  and  seen 
the  film.  1 feel  that  it  should 
not  have  been  commended 
without  a prominent  caveat. 
It  does  far  more  than  broach 
“nearly  every  taboo  sexual 
topic  in  the  book".  While 


well  made,  it  is  deeply  dis- 
turbing, particularly  in  its 
portrayal  of  paedophilia.  We 
are  told  that  “there  has 
never  been  a better  film 
about  desperation".  Yet  it  is 
principally  a film  about  the 
desperation  of  adult  sexual 
oddballs  rather  than  about 
desperation  per  se. 

In  his  introduction,  your 
reviewer  attempts  to  univer- 
salise  the  film's  subject  mat- 
ter by  claiming  that  “it  teOs 
us  what  we  already  knew 
but  scarcely  liked  to  say, 
even  to  ourselves.  That  a 
well-adjusted  human  being 
is  a contradiction  in  terms." 


The  implication  here  is  that 
the  characters  are  in  some 
broad  sense  representative 
of  society.  However,  not  one 
of  the  adult  protagonists  in 
the  various  strands  of  this 
film  can  be  viewed  as  “well- 
adjusted”. 

If  film-makers  are  to  set 
their  sights  on  your  review- 
er's praise,  then  we  should, 
rather  than  wait  to  see  the 
next  millennium  out,  con- 
sider death's  certainty  as 
merciful  relief. 

Samuel  Walden. 

26  Belsize  Avenue, 

London  NWS  4AU,  UK 


Unacceptable 
to 

From  MrRidiard'Braassr^ 

: sir,  i to  your-  Lex 
comment-  abeotV  Virgin] 
Atlantic  on'ApifiiS.-.  ^7./ 

Lex  says;  ^-presumably 
based  on  the  inaccurate 
story  appearing? In' ’fheedi- 
tidn  of  April  that.  'Gont£ 
nental  Airlines  ‘was-seeklng 
to  buy  a. 40  per  ceirtstajse  in 
Virgin  Atlantic*:  for : only 
£24Sm.  Out  .discussions  with 
■Continental  qeUteeflt  on  it 
taking  a minority  stake  et  a 
price  that  would  put  a value 
on  the  company  considera- 
bly In  excess  even  of  the 
£L2bn  you  speculate,  as ' the 
“starry-eyed"  - float ! valua.- 
tion.  Lex  then  goes joh'  to 
cast  aspersions-  oh  in^'ccon- 
pany’s  acoounting  methods 
by  its'  reference  -to-^ppaqne 
■finances":  '.  ' 

“You  arbitrarily  <p*h|tipn 
our  effective  ' tax'  rafe.'oLjJO 
per  cent  as  unsustainable  in 
a public  company.  We  better 
fit  from  significant  capital' 
allowances  - a standard  fed-  -1 
tore  of  a capital-intensive 
industry,  as  any  -financial 
journalist  shoiild  know!  - - 
One  has  to  question  the 
quality  of  the  froanciaT  acu- 
men behind  thm  story  show- 
ing such  a lack  of  basic, 
financial  understanding  as 
to  put  forward:  assertions  as- 
fact  such  as  “a  standard-25 
per  cent  flotation  discount" 
(what  “standard",  is!' that?  — 
the  market  norm  is^around 
10  per  cent)  and  that  a com- 
pany floating  in  “autumn” 
1999  (per  the  FT  article  of 
April  17)  would  have  an  Ini- 
tial public  offering  valuation 
based  on  April  1998  figures.  1 
could  go  on. 

L6x  is  perfectly  entitled  to 
its  own' opinions.  But  inaccu- 
racies such  as  these  are 
extremely  basic  and 
extremely  damaging  to  my  - 
company  and  are  unaccept- 
able. 

Richard  Branson; 

ffhflirnwn, 

Virgin  Atlantic,; 

Crawley  Business  Quarter, 
Manor  Royal,  Crawley, 

West  Sussex,  UK  • 


Number  One  Southwark  Bridge,  Loudon  SE1  9HL  ' 

We -we  keen  io  encourage  letters  ram  readers  inrtS.vfcSe.  Leners  may  be  faxed  to  in -373  5938  (set  tax  to  "flreq.-ejnal: 
letters  .ediiortlfr  com  Rubfened  fetters  are  ofec,  avaiase  on  the  FT  web  ate.  hftpy- vwmPT.com  Translation  may  be  ana latte  for 
letters  written  n the  man  eitemanonal  engages  Fax  G171  873  5938.  Lenars  shcuu  be  typed  and  not  hand  written. 
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Returning  the  refugees 

The  UNHCR  is  ready  to  help  Kosovars  return  home,  but  to  do  so  peacekeeping:  troops 
are  needed,  as  well  as  a reconstruction  plan  for  the  whole  region 


www.imrglobal.com 


The  refugee  exodus 
from  Kosovo  consti- 
tutes one  of  the 
most  deplorable 
episodes  in  modern  Euro- 
pean history.  Driven  from 
their  homes,  stripped  of 
their  possessions  and 
deprived  of  their  identity 
documents,  the  Kosovars  are 
the  victims  of  a shameful 
and  systematic  campaign  of 
persecution  and  abuse. 
Using  the  most  brutal  meth- 
ods imaginable  to  erase  a 
population  from  the  map, 
the  Yugoslav  authorities 
have  acted  in  a way  that  is 
morally  repugnant  and  in 
direct  violation  of  interna- 
tional law. 

The  international  response 
to  this  refugee  crisis  has  suf- 
fered from  some  evident 
shortcomings.  The  speed  and 
scale  of  the  exodus  took 
everyone  - including  the 
Office  of  the  United  Nations 
High  Commissioner  for  Refu- 
gees - by  surprise.  As  a 
result,  the  relief  effort  was 
slow  to  get  off  the  ground 
and  placed  undue  strain  on 
the  countries  directly 
affected  by  the  influx.  The 
hastily  arranged  effort  to 
evacuate  some  of  the  refu- 
gees from  the  Balkans  has  in 
some  cases  led  to  the  separa- 
tion of  families. 

With  the  refugee  exodus 
continuing  and  no  resolution 
to  the  Kosovo  crisis  in  sight, 
this  humanitarian  catastro- 


Unhappy  famifies:  the  UNHCR  wants  to  help  refugees  to  reunite 


ovo,  adding  to  the  insecurity 
of  refugees  who  are  camped 
in  border  areas. 

If  such  occurrences  are  to 
he  averted,  a scrupulous 
respect  for  the  principles  of 
international  refugee  law  is 
required.  Displaced  Kosovars 
must  be  allowed  to  leave 
their  homeland  and  to  seek 
safety  in  neighbouring 
states.  No  refugee  should  be 
forced  back  to  Kosovo,  or 
moved  without  being  prop- 
erly consulted.  To  reinforce 
the  security  of  the  refugees, 
the  refugee  camps  should  be 


A third  and  pressing  objec- 
tive must  be  to  reunite  fam- 
ily members  who  have  lost 
contact  with  each  other. 
There  is  some  disturbing  evi- 
dence to  suggest  that  adult 
males  have  been  separated 
from  their  wives  and  chil- 
dren by  the  Yugoslav  secu- 
rity services. 

Many  other  families  have 
been  split  up  in  the  process 
of  being  expelled  from  Kos- 
ovo, while  the  hasty  and 
involuntary  relocation  of 
some  refugee  groups  has  fre- 
quently caused  the  sick  and 


forces  and  security  services 
responsible  far  the  persecu- 
tion and  expulsion  of  the 
Kosovars;  the  deployment  of 
an  international  military 
force;  and  the  establishment 
of  an  international  monitor- 
ing mechanism.  Such 
arrangements  must  also 
guarantee  the  safety  of  Kos- 
ovo’s Serb  population,  and 
protect  their  right  to  live  in 
Kosovo,  whatever  its  fixture 
status. 

Fifth,  planning  must  be 
accelerated  for  a long-term 
solution  to  the  Kosovo  crisis. 
It  is  clear  that  the  only 
solution  for  the  vast 
majority  of  refugees  - and 
for  the  many  thousands 
displaced  in  Kosovo  itself  - 
will  be  voluntary  repatria- 
tion. Any  other,  approach 
would  serve  to  endorse  the 
ethnic  cleansing . that  has 
already  taken  place. 

Thought  must  also  be 
given  to  the  enormous  task 
of  reconstruction  and -recon- 
ciliation. A political  settle- 
ment to  the  crisis  in  Kosovo 
is  required.  A settlement 
must  also  give  full  support 
to  the  International  Criminal 
Tribunal  for  the  Former 
Yugoslavia  in  its  work  of 
bringing  to  justice  those 
guilty  of  crimes  against 
humanity.  Without  such  jus- 
tice there  can  be  no  mean- 
ingful peace  in  Kosovo. 

Finally,  the  regional 


pbe  will  not  be  resolved  .Italy  to TStehM  S?" 

— 


practical  steps  can  and  must 
be  taken  to  limit  the  suffer- 
ing of  the  Kosovar  people 
and  to  bring  a degree  of  sta- 
bility to  the  region. 

First,  it  is  essential  that 
the  refugees  be  provided 
with  effective  protection  in 


Kosovo  and  must  retain  a the  refugee  population  vTl] 
strictly  humanitarian  char-  help  many  of  these  families 


acter.  Thera  should  be  no 
armed  presence  in  or  near 
the  camps. 

Achieving  this  will  require 
a properly  co-ordinated  refu- 
gee relief  operation.  For 


to  be  reunited. 

The  fourth  significant 
challenge  is  to  be  found 
within  Kosovo  itself,  in  the 
absence  of  any  International 


witn  enerave  protection  in  gee  reuer  operation.  For  presence  in  Kosovo  it  is 
the  countries  to  which  they  unless  they  receive  adequate  impossible  to  know  with  anv 
have  fled.  It  is  reassuring  to  international  support,  asy-  degree  or  accuracy  the  num 
note  that  so  many  refugees  lum  countries  such  as  hers  of  those  disnlacodTr 
from  Kosovo  have  been  Albania  and  the  Former  their  suffering  But  it  ii 
admitted  to  neighbouring  Yugoslav  Republic  of  Mac-  clear  from  refueee  wJw 
states.  But  some  deeply  dls-  edonian  1 (FYROM)  will  nies  that  thousand 


turbine  incidents  have  also 
taken  place.  Borders  have 
been  closed,  leaving  large 
□umbers  of  refugees  to  fend 
for  themselves  in  difficult 
and  dangerous  locations. 
New  arrivals  have  been 
involuntarily  moved  from 


become  ; vulnerable  to  people  are  hiding  ufthe  hlnl  stability  and  econom 
increased  social  and  political  and  forests  f™11-  Montenegro,  and 


most  important 
weaknesses  of  the  Dayton 
Accords.  The  crisis  has  high- 
lighted the  vulnerability  of 
neighbouring  countries  such 
as  FYROM  and  Albania, 
which  in  many  ways  are 
poorer  than  Kosovo  itself. 
These  countries  require  eco- 
nomic assistance.  But  they 
also  need  help  to  build  the 
national  institutions  and 
civil  society  that  can 
provide  a hasi$  for  future 
stability  and  economic 


tension. 

The  refugee  operation  has 
gained  real  momentum. 


KOSOVO,  living 
in  constant  fear  of  the  Yugo- 
slav military. 

UNHCR  stands  ready  to 
Many  governments  and  move  back  into  Kosovo  in 
members  of  the  public  have  assist  all  those  in  need  knrf 
pledged  their  support  Geo-  to  help  those  rSJS?  “2 
one  location  to  another,  tore-  erous  contributions  are  displaced  people  whnSJrl 
ing  them  to  abandon  their  being  made  and  the  practical  go  back  to  their  hnmZT u * 
few  possessions.  And  the  arrangements  needed  to  pro-  that  can  only  haon™ 
conflict  has  started  to  spread  vide  the  refugees  with  basic  certain  specific 
beyond  the  borders  of  Kos-  needs  put  into  place.  the  withdrawal  of  the  armed 


democratic  Serbia,  might 
also  eventually  be  brought 
into  a regional  plan  for 
reconstruction  - a plan  that 
will  need  the  vision  that  has 
been  so  lacking  in  previous 
attempts  to  end  the  conflict 
in  the  Balkans. 

The  author  is  United  Nations 
Nigh  Commissioner  for  - 
Refugees 
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The  fall  of  a 
high-tech  hero 


The  fell  of  Eckhard  Pfeiffer,  who 
has  resigned  as  chief  executive  of 
Compaq  Computer,  shows  Ameri- 
can capitalism  at  its  most  cold- 
eyed,  bruising  and  unsentimen- 
tal. And  it  is  a healthy  sight 

Until  Sunday.  Mr  Pfeiffer  was 
one  of  the  most  prominent  busi- 
nessmen in  the  US,  widely 
admired  for  his  tumround  of 
Compaq.  Catapulted  into  the  top 
job  in  i99i,  when  the  company 
announced  its  first  quarterly 
loss,  he  presided  over  its  growth 
from  a business  with  $3bn 
(£l-8bn)  of  annual  sales  to  some 
$40bn,  and  its  expansion  into  a 
full  line  computer  company. 

The  proximate  cause  of  Ids  res- 
ignation was  a profits  warning 
last  week  that  surprised  Wall 
Street  analysts,  already  on  poor 
terms  with  the  company.  In  a 
cutting  edge,  high  technology 
industry,  where  share  price  valu- 
ations are  extremely  volatile, 
companies  ignore  good  communi- 
cations with  the  broking  commu- 
nity at  their  peril 

But  behind  the  profits  warning 
- which  the  company  claimed 
reflected'  industry-wide  trends  - 
appear  more  deep-seated  prob- 
lems of  strategy  and  execution 
specific  to  Compaq. 

One  of  the  most  serious  is  its 
difficulty  in  changing  its  per- 
sonal computer  business  model 
to  cope  with  the  direct  selling 
methods  pioneered  by  Dell  Com- 
puter, which  are  more  suitable 
for  a commodity  product  By 
eliminating  a layer  of  middleman 
dealers,  and  building  to  order. 


pell  has  achieved  far  greater  flex- 
ibility in  pricing  and  inventory 
control.  Compaq  has  fumbled  its 
attempts  to  move  in  this  direc- 
tion. 

The  company,  which  has 
jumped  in  size  over  the  past  two 
years  through  the  acquisition  of 
Tandem  Computers  gnd  Digital 
Equipment,  may  also  have  been 
slow  to  get  a grip  on  these  new 
businesses,  particularly  Digital. 

All  this  suggests  that  while  Mr 
Pfeiffer  was  an  excellent  man- 
ager of  the  company's  growth  in 
the  mid-1990s,  he  may  not  have 
the  ideal  skills  to  oversee  the 
much  more  complex  period  of 
evolution  with  which  it  is  now 

grappling. 

Matching  executives’  strengths 
to  a company's  growth  is  hardly 
a problem  unique  to  Compaq. 
Any  fast-growing  business  can 
face  a potential  mismatch.  But 
many  companies  are  not  pre- 
pared to  act  toughly.  The  tempta- 
tion is  to  avoid  embarrassing 
confrontations  with  corporate 
heroes,  in  the  hope  matters  will 
right  themselves.  In  many  sec- 
tors, companies  can  st£U  live  off 
past  laurels  for  a considerable 
period  of  drift  and  decline. 

Not  so  in  an  industry  as  fast- 
moving  and  open  to  new  entrants 
as  US  PCs.  The  results  may  seem 
brutal.  But  US  executive  pay  lev- 
els should  more  than  compensate 
for  an  uncertain  life  at  the  top, 
and  a willingness  to  embrace 
ruthless  change  is  one  of  the 
strengths  of  American  industry's 
competitive  creativity. 


Turkey’s  poll 


'he  outcome  of  Turkey's  general 
Lection  yesterday  should  give  a 
alutary  shock  to  the  outside 
rorld,  not  least  to  the  European 
Inion.  Instead  of  producing  a 
trong  showing  by  the  Islamist 
arty,  which  was  widely  expected 
3 top  the  poll,  it  has  resulted  in 
ig  gains  for  two  nationalist  par- 
ies, on  the  left  and  far-right 
There  is  both  good  and  bad 
ews.  It  is  reassuring  that  the 
pparently  inexorable  rise  of  the 
slamists,  represented  by  the  Vir- 
je  Party,  has  gone  into  reverse, 
bey  have  been  shown  to  be  a 
olltical  party  like  any  other, 
bey  still  , won  support  at  local 
;vels,  where  their  running  of 
[ties  tike  Istanbul  has  been  seen 
5 fair  and  effective.  But  at  the 
atkmal  level  they  lost  ground. 
The  disturbing  news  was  the 
sap  in  support  for  the  far-right 
rationalist  Action  party  (MBP), 
rhich  more  than  doubl  ed  its  vote 
d become  the  second-largest 
roup  in  the  new  parliament.  The 
arty  claims  to  have  shed  its 
tost  extremist  and  violent  ele- 
lents,  but  it  has  yet  to  prove  its 
lore  moderate  credentials.  It 
emains  fiercely  nationalist  on 
uestions  of  Kurdish  autonomy  ~ 
Hgniffs  the  existence  of  a Kurd- 
sh  problem  and  on  the  defence 
E Turkish  Cyprus. 

The  ™ain  victor,  however,  was 
ae  Democratic  Left  Party  of 
tllent  Ecevit,  the  outgoing 
rime  minister,  who  topped  the 
on.  He  has  strong  nationalist 


.credentials,  as  the  premier  who 
ordered  the  Turkish  invasion  of 
Cyprus  in  1974.  He  also  benefited 
from  being  seen  as  an  honest  bro- 
ker-in previous  governments, 
attempting  to  provide  stability 
and  continuity. 

The  EU  is  at  least  partly 
responsible  for.  the  popularity  of 
both  parties.  One  factor  has  been 
the  upsurge  in  nationalist  senti- 
ment over  the  pursuit  and  cap- 
ture of  Abdullah  Ocalan,  the 
Kurdish  guerrilla  leader,  in  Janu- 
ary. EU  states,  Ted  by  Italy  and 
Germany,  were  Warned  for  refus- 
ing to  extradite  .him.  That 
reinforced  a backlash  against  the 
EU  which  started 'when  Turkey 
was  snubbed  in  its  application 
for  membership  in  1997. 

. The  final  shape  of  the  new 
Turkish  government  may  take 
time  to  emerge.  But  the  election 
underlines  how  essential  it  is  for 
the  EU  to  pursue  a coherent  pol- 
icy towards  Ankara.  Turkey  is  a 
vital  strategic  partner  for  Europe, 
in  the  Middle  East,  the  Balkans, 
and  in  central  Asia.  Yet  the  mem- 
ber states  have  treated  it  as  a 
second-class  neighbour . .-and 
allowed  the  relationship  to  be 
blocked  by  the  veto  of  Greece. 

It  is  in  the  vital  Interests  of 
both  Turkey  and.  the  EU  to.  put 
these  relations  hack  on  -a  proper 
footing.  The  new  government  in 
Ankara  must  not  relapse  into 
furious  isolationism.  And  the.  EU 
must  show  greater  understand- 
ing of  Turkey’s  national  pride. 


i Sir  Adrian  Cadbury  who 
nearly  a decade  ago  - that 
nancial  failures  were  in 
« a failure  of  internal  risk 
iL  Today,  at.  long  last,  the 
of  the  Turnbull  Committee 
lit  - albeit  in  draft  form  - 
sted  UK  companies  should 
. on  the  risks  they  face, 
nil  could  have  ducked  the 
. Instead  its  proposals  - 
in  their  final,  forni  should 
the  backing  of  the  .Stock 
nge  - have  some  real  bite, 
hey  avoid  unnecessary  red 

he  US, ‘exhaustive  public 
rare  was  recommended  by 
headway  Commission  in 
The  reality  is  that  this 
«ve  an  insight  into  the 
that  actually  threaten  a 
ss.  The  problem  is  that  dis- 
g real  risks  -*  like  obsolete 
is  or  unethical  suppliers 
unage  the  share  price  and 
jmpetitors  a field  day-  The 
stive  - a couple  of  fines  of 
prose  in  the  annual  report 
most  as  bad-  Investors  may 
comfort  from  such  pieties 
is  usually  misplaced 
ibull  has  avoided  both  prt- 

kjmpanies,  in  a brief 

lave'  to  say  that  they  have 
.going  risk  analysis  pro- 
ne which  is 
ed.  Furthermore  this.nsK 
sis  should  embrace  all 
s - not  just  the  oanow 
lal  ones.  This  innovation. 
ha  otherwise  cau- 


tious Hampel  Committee;  reflects 
the  myriad  risks  faced  by  the 
modem,  company  . No  company 
pan  be.  a going  concern  unless 
such  threats  have  been  fully  ana-, 
lysed.  And  Turnbull  has  a sting 
in  the.taiL  Companies  must  own 
up  if  the  internal  control  system 
has  failed  and  say  what  they 
have  done  to  put  things  right. 

Directors  and  auditors  should 
embrace  tiie  new  guidance.  It 
gives  them  the  flexibility  to  make 
sure  proper  risk  control  is  embed-, 
ded  in  the  corporate  culture, 
not  just  bolted  on  for  the  annual 
report.  Non-executive  directors, 
in  particular,  will  be  expected  to 
make  sure  that  the  external  dis- 
closures match  the  internal  real- 
ity. The  audit  committee  may 
' save  to  take  on  a bigger  role  - 
although  the  responsibility  is  the 
full  board's  alone-  - • 

Properly  implemented.  Turn- 
bull  brings  to  an  end  a revoh> 
tiaasrj  phase  in  the  Iristory  of 
corporate  governance  in  Bntam. 
jt  is  the  last  piece  of  the  jigsaw 
which  brings  together  toe  rerom- 
mendations  of  Sir  Adrian  Cadr 
bury.  Sir  Richard  Greeributy  and 
Sir  Ronnie  Hampel  into  a single, 
so-called,  supercede.  Ai system 
based  on  principles  rather. torn} 
checklists,  and  on  m^mn^ul 
disclosure  rather  than  Pre^' 
live  data  will  now  be  on  trial 
Businesses  prosper  by  taking 
SSrSow  they  have  the  means 
to assure  all  stakeholders  that 
they  are  the  right  ones. 


in  from  the  cold 


The  bull  market  may  still 
be  charging  ahead,  hut 
It  has  changed  direc- 
tion. For  the  past  five 
years.  Investors  have  ploughed 
cash  into  industries  such  as  tech- 
nology and  pharmaceuticals  that 
seemed  to  promise  unlimited 
growth.  But  now  they  have  had  a 
change  of  heart.  . 

The  ratings  of  classic  growth 
stocks  have  started  crumbling  on 
Wall  Street,  and  long-neglected 
cyclicals  - manufacturing  and 
processing  companies  - are  once 
more  coming  to  the  fore.  The 
Dow  Jones  Industrial  Average 
rose  sharply  yesterday  in  early 
trading,  while  the  technology- 
dominated  Nasdaq  lagged 
behind. 

Nor  is  this  phenomenon  con- 
fined to  the  US.  In  the  UK  and 
Europe,  industrial  stocks  have 
returned  to  favour  in  recent 
weeks  and  even  long-depressed 
commodity  shares  have  started 
rebounding  in  Latin  America. 

This  shift  in  sentiment  could 
alter  the  entire  climate  for  stock 
market  investment  Value  inves- 
tors, those  who  look  for  shares 
that  are  temporarily  underval- 
ued, have  performed  poorly  in 
recent  years.  Success  has  gone  to 
the  momentum  investors,  those 
who  have  bought  stocks  that 
have  risen  sharply  on  the 
grounds  they  will  go  even  higher. 
But  the  value  school  may  finally 
be  staging  a recovery. 

The  neglected  smaller  company 
sector  may  also  be  edging  back 
into  the  limelight  In  the  UK,  the 
FTSE  250  Small  Cap  indices, 

which  are  both  heavily  weighted 
towards  industrial  stocks,  have 
each  risen  by  19  per  cent  this 
year  and  have  outperformed  the 
blue-chip  benchmark  by  more 
than  9 per  cent  In  the  US,  the 
Russell  2000  index  of  small  com- 
panies has  done  less  well  since 
January,  but  is  up  25  per  cent 
from  its  depressed  level  of  early 
last  autumn. 

But  the  return  of  cyclicals  also 
may  have  a gtfng  in  the  tail.  One 
group  that  has  taken  part  in  the 
rebound  has  been  the  commodity 
stocks,  thanks  to  a rebound  in 
the  crude  oil  price,  and  some  ana- 
lysts are  talking  about  a pick-up 
in  metal  prices. 

Tbe  low  inflation  era  of  the  late 
1990s  has  been  in  part  due  to  low 
commodity  prices.  If  they  are 
rebounding  and  global  economies 
start  to  grow  rapidly,  then  even- 
tually central  banks  may.  be 
forced  to  reverse  their  recent  rate 
cuts.  And  that  could  speD  tbe  end 
for  the  long  bull  market 
The  pick-up  in  cyclicals  is 
largely  caused  by  two  factors;  a 
turnaround  In  the  prospects  for 
world  economic  growth;  and  a 
belief  that  such  shares  have 
become  undervalued. 

Investors  are  more  confident 
about  the  outlook  for  the  wurld 
economy  than  they  were  in  the 
dark  days  of  autumn  1998.  when 
many  were  talking  about  a global 
recession  in  1999. 

"We*ve  had  several  occasions 
over  the  last  few  years  when  it 
looked  as  though  things  were 
turning  around  for  the  global 
economy,”  says  Stephen  Slifer, 
an  economist  at  Lehman 
Brothers  in  New  York.  “The 
question  now  is,  is  this  finally  it? 
Have  we  passed  the  low  point?" 

While  huge  problems  remain  in 
the  Asian  financial  sector,  the 
worst  could  be  over  for  the 
region's  economies.  Tbe  competi- 
tive boost  from  1997*s  devalua- 
tions and  the  effect  of  recession 
on  demand  for  imports  has  vastly 
improved  their  current  account 
positions,  and  economic  forecasts 
are  being  revised  upwards. 

Tbe  US  has  shrugged  off  all  the 
fears  of  a credit  crunch  that 
prompted  the  Federal  Reserve  to 
cut  interest  rates  three  times  in 


Philip  Coggan  and  Richard  Waters  on  why  investors 
are  looking  again  at  unfashionable  industrial  shares 


Global  growth 
OECD  bating  htfltaar 
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the  fourth  quarter  of  1998.  Gross 
domestic  product  growth  turned 
out  to  be  an  annualised  6.1  per 
cent  In  that  period  and  there 
scarcely  seems  to  have  been 
much  slackening  this  year. 

In  continental  Europe,  where 
there  has  been  a decline  in 
output  in  Germany  and  sluggish 
growth  in  France  and  Italy,  the 
recent  half  percentage  pdlnt  cut 
in  interest  rates  by  the  European 
Central  Bank  has  sparked  hopes 
of  a return  to  more  solid  growth. 
And  in  the  UK,  talk  of  a reces- 
sion is  fast  fading:  when  figures 
are  released  on  Friday,  it  seems 
likely  they  will  show  that  the 
economy  avoided  a fall  in  output 
in  the  first  quarter. 

All  this  helps  tbe  cyclical 
stocks  that  tend  to  benefit  pro- 
portionately more  from  an 
Improvement  in  the  economy.  As 
a group,  they  tend  to  be  highly 
operationally  geared;  a small  rise 
in  revenue  growth  means  a big 
improvement  in  earnings. 

This  is  not  only  wishful  think- 
ing among  investors.  Executives 
in  some  of  the  industries  most 
battered  by  the  Aslan  crisis,  such 
as  steel,  report  an  about-turn  in 
their  prospects  in  recent  weeks, 
even  if  it  will  take  some  time  for 
this  to  show  through  in  the  form 
of  higher  pflmrngp 

"All  the  tea  leaves  look  good," 
said  John  Correnti,  chief  execu- 
tive of  Nucor,  the  second-biggest 
US  steel  producer.  Nucor’s  stock 


slumped  last  autumn  as  Asian 
and  Russian  steel  swamped  the 
US  market  Now,  says  Mr  Cor- 
renti, the  pressure  has  eased  and 
orders  are  turning  up  again.  Tbe 
effects  of  this  on  Nucor’s  profits 
will  not  be  felt  during  the  first 
half  of  this  year,  but  should 
become  apparent  during  the 
autumn,  he  adds. 

The  prospect  of  this  recovery 
has  also  helped  focus  the  mar^ 
kets’  attention  on  the  relatively 

‘Most  of  the 
internet  speculators 
have  never  even 
owned  a chemical 
stock’ 


low  level  to  which  the  stocks  of 
such  companies  had  fallen. 

The  appetite  for  growth  stocks 
that  investors  have  displayed  in 
the  mld-to-late  1990s  has  meant 
that  a vast  valuation  differential 
has  developed  between  stocks  in 
a few  favoured  sectors  - informa- 
tion technology,  telecommunica- 
tions. pharmaceuticals  - and  the 
rest  of  the  market 

Many  argue  that  there  has 
been  a change  in  the  Industrial 
climate  that  justifies  this  differ- 
ential. In  a slow  growth,  low 


inflation  and  globally  competitive 
economy,  it  is  very  hard  for 
many  companies  to  increase 
sales  or  prices.  For  many,  life  has 
been  a struggle  to  cut  costs  just 
to  stay  in  business. 

Technology,  pharmaceutical 
and  telecommunications  busi- 
nesses all  eqjoy  the  advantage 
that  their  industries  are  increas- 
ing rapidly.  Not  only  does  this 
make  it  a lot  easier  for  them  to 
continue  increasing  profits,  it 
means  that  they  stand  out  from 
the  rest  of  the  market,  and 
accordingly  attract  a premium 
rating. 

But  while  some  premium 
might  he  justified,  has  the  mar- 
ket taken  it  too  fax?  In  the  UK, 
for  example,  telecommunications 
stocks  still  trade  on  a historic 
price-earnings  ratio  of  56,  while 
pharmaceuticals  groups  com- 
mand a multiple  of  nearly  49;  the 
rating  afforded  engineering 
stocks  is  just  15  and  forestry  and 
paper  manages  a mere  U.  That 
seems  to  afford  plenty  of  scope 
for  bargain-hunters. 

The  US’s  leadership  in  many 
parts  of  the  technology  industry 
- and  its  early  lead  on  the  inter- 
net - have  made  some  Wall 
Street  comparisons  even  more 
extreme.  Before  a rally  that  set  in 
last  autumn,  the  five  biggest  US 
paper  companies,  which,  between 
them  employ  more  than  200,000 
people  and  have  revenues  of 
$55bn,  were  worth  a collective 
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Welteke  goes 
down  well 

it’s  smites  and  sighs  erf  relief  ail 
round  on  toe  Frankfurt  financial 
markets,  whore  Ernst  Wetteke’s 
expected  nomination  as  the  next 
Bundesbank  president  is  the 
second  piece  of  excellent  news 
In  just  over  a month. 

Oskar  Lafontalne’s 
spontaneous  combustion  as 
-finance  minister  last  month 
sparked  celebrations  not  just 
because  of  his  leftist  economic 
policies,  but  because  he  seemed 
intent  on  pushing  his  deputy, 
Heiner  FJasabeck,  Into  the  top 
Bundesbank  slot 
FJassbeck,  with  his  calls  for 
currency  target  zones  and  a - 
demand-led  drive  for  growth, 
would  have  gorte.down  like  toe 
proverbial  lead 'balloon  with  , 
bankers  and  businessmen  alike. 
By  contrast  Welteke  te  a farriffiar 
and  waU-fficed  face. 

As  head  of  the  central  bank  of 
Hesse,  the  state  containing 
Frankfurt,  he's  built  up  a . - 
reputation  as  a friend  of  business 
with  useful  political  contacts. 
Above  all,  he  is  dose  to  . 
Germany’s  new  finance  minister, 
Hans  Bchel,  who  moved  Welteke 
into  his  current  job  in  1995. 

Still,  toe  business  world  can't 
take  Wetteke  for  granted.  Among 
other  tfwgs,.  he’s  criticised 
German  banks  for  their 
uftra-dcse  relationships  with 
private  companies  and  thek  way 
of  using  proxy  votes  at  annual 


meetings.  As  was  once  said 
about  Mikhail  Gorbachev, 
Wetteke  has  a nice  smile  - but 
iron  teeth. 

Corporate  Sacrifice 

Striking  South  Korean  workers 
have  finally  found  a corporate 
chieftain  willing  to  share  thefr 
pain.  Daewoo  chairman  and 
founder  Kim  Woo-choong 
announced  his  debt-heavy 
conglomerate  wS  sell  $7.5bn  in 
assets  in  a bid  to  survive. 

And  in  an  unusual  gesture  of 
humDlty,  Kim's  agreed  to  put 
Seoul's  Hilton  Hotel  on  toe  block. 
It’s  home  to  his  luxurious 
penthouse  apartment,  where  his 
wife  keeps  a celebrated  art 
collection. 

Pieces  from  her  treasure  trove, 
including  a Henry  Moore 
sculpture,  could  find  a new  home 
In  one  of  Daewoo's  galleries  in 
Seoul  and  the  resort  town  of 
Kyorigju.  And  Jf  Kim’s  forced  to 
leave  his  digs,  his  workers  can 
always  put  him  up.  After  all,  how 
many  bosses  are  willing  to  sell 
the  ground  beneath  toeir  feet? 

Compact  charisma 

Eckhard  Pfeiffer,  who  made  a 
sudden  exft  as  chief  executive  of 
Compaq  last  weekend,  used  to 
be  a golden  boy.  And  he 
certainly  had  an  achievement  or 
two  to  his  credit  it  bringing  the 
PC  manufacturer  back  from  toe 
brink  of  disaster  h the  early 
1990s  fs  anything  to  go  by. 


He  engineered  Compaq's 
transformation  into  toe  biggest 
PC  manufacturer  in  the  world, 
masterminding  a series  of 
spectacular  acquisitions  which 
culminated  in  toe  purchase  of 
Digital  Equipment  last  year. 

But  one  falling  always  stood 
out  - or  rather,  didn't  In  an 
industry  littered  with 
larger-than-life  characters  like  BUI 
Gates  of  Microsoft,  Larry  ElHson 
of  Oracle  and  Scott  McNeaiy  of 
Sun  Microsystems,  Pfeiffer 
scored  low  on  the  charisma 
stakes. 

if  McNeaiy  is  the  industry's 
consummate  showman  - 
cracking  jokes  and  poking  fun  at 
his  rivals  - Pfeiffer  was  almost  a 
caricature  of  the  earnest  German 
business  manager. 

Even  when  he  smiled  the 
audience  was  left  wondering 
whether  toe  smite  had  to  be 
written  into  the  script 

In  an  Industry  where  ponytails 
and  earrings  have  become  the 
hallmarks  of  success,  Pfeiffer 
remained  a buttoned-down 
bumness  leader. 

And  if  he'd  come  to  work 
wearing  in-line  skates,  instead  of 
executive  shoes,  would  his  fate 
have  been  any  different? 
Observer  can  only  guess. 

Four  times  a lady 

Memo  to  Chancellor  Gerhard 
Schroder  of  Germany:  don't  took 
now.  but  someone’s  creeping  up 
on  your  shoulder.  Yes,  it’s 
foreign  minister  Joschka  Fischer. 


who  last  weekend  matched 
Schroder’s  record  for  a serving 
German  cabinet  member  by 
getting  married  for  the  fourth 
time. 

The  51 -year-old  former  Greens 
radical,  dubbed  "Joschka 
amoroso"  in  toe  German  press, 
took  time  out  from  attending  to 
the  Kosovo  war  by  wedding 
journalism  student  Nicola  Leske, 
29.  in  Frankfort's  Paimengarten 
botanical  gardens. 

Friends  say  toe  knot  would 
have  been  tied  a few  weeks  ago 
had  it  not  been  for  the  outbreak 
of  hostifties  to  toe  Balkans. 

Not  that  serial  marriage 
guarantees  a permanent  place  in 
Germany's  Social  Democrat- 
Green  coalition.  Thrice-wed 
Oskar  Lafontaine  crashed  out  as 
finance  minister  in  March  after 
oily  five  months  in  office.  Still, 
the  interior,  transport  and  labour 
ministers  are  all  into  toeir  second 
marriages,  and  Schroder  took  the 
plunge  for  the  fourth  time  In 
1997- 

In  love  if  not  in  politics,  the 
government  dearly  believes  that 
nothing  succeeds  like  excess. 


Bonding 


Investors  in  Washington  DC  are 
being  enticed  by  some  exciting 
new  bond  issues.  Observer 
hears; 

They  are  being  offered  a 
choice  oft  the  Monica  bond, 
which  has  no  maturity;  toe 
Clinton  bond,  no  prindple;  or  toe 
Hillary  bond,  no  interest 


$25bn.  That  Is  about  the  value,  at 
its  recent  peak,  of  eBay,  an  inter- 
net auction  company  with  138 
employees  and  revenues  last  year 
of  under  $50m- 

With  such  bloated  market  val- 
ues among  the  growth  companies 

- and  such  relatively  small  capo-' 
tahsataons  an  cyclical  companies 

- It  does  not  take  modi  of  switch 
from  one  to  toe  other  to  produce, 
an  out-sized  bounce  in  paper  or 
other  cyclical  stocks,  says  Byron 
Wien,  US  equity  strategist  at 
Morgan  Stanley  Dean  Witter.  “A. 
little  bit  of  money  goes  a long 
way,"  he  adds. 

So  far  the  adjustment  in  rela- 
tive valuations  that  has  been; 
under  way  in  stock  markets' 
around  toe  world  this  month  has 
only  amounted  to  a reversal  of 
some  big  historical  anomalies  -i 
toe  equity  market  equivalent  of  a 
bargain-basement  sale. 

It  is  far  from  clear  whether 
cyclical  companies  will  justify 
this  enthusiasm  - or  even 
whether  the  very  forces  that, 
have  produced  thi*  turnaround! 
could  spell  an  end  to  toe  bull', 
market 

For  a start,  it  will  be  some? 
months  before  companies  in  the 
most  downtrodden  industries  like 
chemicals  and  steel,  or  capital, 
goods,  produce  the  sort  of  robust- 
earnings  rebound  that  investors 
are  hoping  for. 

The  overcapacity  in  world< 
manufacturing  has  not  gone' 
away  overnight,  and  as  long  as! 
manufactured  goods  remain  in 
surplus,  few  producers  can  look 
forward  to  a return  of  pricing! 
power.  In  the  US,  the  ga mingy 
boom  that  characterised  the  early 
years  of  the  economic  expansion 
has  been  trailing  off  for  toe  past 
three  years,  with  cyclical  compa- 
nies the  most  badly  hit.  The 
worst  may  be  over  for  now.  but  it 
is  unusual  this  late  in  toe  eoo-i 
nomic  cycle  to  see  anything  more 
than  a tepid  rebound  in  growth, 
warn  analysts  at  Lehman 
Brothers. 

At  the  same  time,  the  very 
forces  that  have  produced  the 
rebound  in  cyclical  stocks  could 
contain  seeds  of  destruction  for 
the  bull  market  that  has  lasted 
more  than  15  years  on  Wall 
Street. 

Firstly,  it  could  spell  toe  end  of 
the  momentum-investing  style 
that  has  proved  highly  conducive 
to  the  bull  market,  particularly 
on  Wall  Street.  Momentum 
investing  has  worked  well  in  the 
technology  sector,  with  much  of 
the  buying  aiming  from  a new 
army  of  cmaTi  shareholders. 

This  is  a style  that  is  unlikely 
to  pay  off  if  the  market  is  moving 
into  a new  era  of  value  investing; 
where  picking  the  right  moment 
to  buy  an  undervalued  share  is 
the  crucial  skill  That  requires 
sophisticated  analysis  that  could 
be  hard  for  toe  new  retail  inves-, 
tor.  “Most  of  toe  internet  specula-1 
tors  have  never  even  owned  a 
chemical  stock,"  says  Dick  Hoey, 
equity  strategist  at  mutual  fund 
group  Dreyfus.  i 

Secondly,  toe  change  is  senti- 
ment signals  a belief  that  the 
deflationary  pressures  that  have 
squeezed  the  developed  world’s) 
producere  for  so  long  are  about  toi 
ease.  But  that  implies  they  will 
eventually  be  able  to  rebuilt^ 
their  profit  margins  by  raising 
their  prices. 

The  last  time  companies 
involved  in  basic  materials -like 
phtfliri paper  «nfl  metals  dia 
better  than  toe  stock  market  at 
large  was  in  1993,  when  the  US> 
economy  was  was  surging  out  of 
recession.  By  early  the  foE  owing 
year,  however,  the  Federal 
Reserve  slammed  on  the  infla- 
tionary brakes  by  raking  interest 
rates:  The  cyclical  upturn  was 
short  that  time;  it  may  prove  so 
again. 


100  years  ago 

Brady  and  Co.  Limited 
The  verdancy  of  the  Emerald 
Isle  has  frequently  formed  the 
theme  of  local  poets,  but  the 
investors  of  Erin  must  be 
greener  than  in  Its  celebrated 
grass,  judging  from  the  kind  of 
prospectus  now  fashionable  in 
Belfast  We  have  commented 
on  these  before  in  our 
columns  and  we  have  before 
us  now  another  specimen,  it  is 
that  of  a small  cycle  agency 
and  manufactory,  by  the  name 
Brady  and  Co.  limited,  wilh  .a 
capital  of  £5,000,  of  which 
£2,000  in  £1  shares  is  offered 
for  subscription.  There  is  no 
statement  as  regards  the  value 
of  the  assets  to  be  taken  over, 
and  all  we  are  told  about  the  ' 
profits  is  that  the  average  of 
the  past  three  years  is 
sufficient  to  pay  a dividend  of 
10  per  cant  on  the  present 
fssue  of  shares.  Even  the  price 
to  be  paid  is  not  stated. 
Homing  could  be  more  vague, 
but  ft  te  apparently  considered 
good  enough  for  Belfast  - 


50  years  ago 

U.S.  record  broken 
A British  Austin  Atlantic  car 
to-day  broke  the  record  for 
seven  days  on  the  Indianapolis 
speedway.  Unofficially,  the 
mileage  for  the  seven  days 
was  11,875,  at  an  average  of 
70.68  m.p.h. 
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Rebooting  Compaq 


Eight  years  ago  Eckhard  Pfeiffer  was 
parachuted  in  as  chief  executive  of  an 
ailing  Compaq  and  engineered  a hugely 
successful  turnaround.  Now,  with  the 
computer  maker  again  in  trouble,  Mr 
Pfeiffer  has  himself  been  ousted.  Both 
times,  the  man  leading  the  boardroom 
putsch  was  Ben  Rosen,  Compaq’s  long* 
time  chairman.  Mr  Rosen,  who  blames  his 
former  protege  for  slow  decision  making, 
clearly  hopes  a change  at  the  top  will 
once  again  revive  Compaq’s  fortunes. 

It  will  not  - at  least  not  by  itself.  Poor 
execution,  such  as  last  year's  Inventory 
build-up,  has  compounded  the  group’s 
problems.  But  its  fundamental  dilemma  is 
strategic.  Compaq  is  transforming  Itself 
from  a personal  computer  assembler  to  an 
integrated  service  and  solutions  provider 
along  the  lines  of  IBM.  Unfortunately,  it 
has  been  caught  half-way  by  plummeting 
prices  in  its  original  PC  business,  spurred 
by  the  rise  of  the  internet  and  direct  sell- 
ers such  as  Dell  and  Gateway.  Compaq's 
response,  adopting  a hybrid  model  of  part 
direct,  part  indirect  sales,  has  failed,  it 
has  angered  its  established  distributors 
without  doing  much  to  lower  costs. 

Since  PCs  are  rapidly  taming  into  com- 
modities, Compaq  has  no  choice  but  to 
grind  on  with  its  transition.  With  Tan- 
dem, Digital  Equipment  and  a growing 
web  presence,  it  now  owns  most  of  the 
relevant  pieces.  But  knitting  them 
together  will  take  time,  however  inspired 
the  new  management 


GoM  price 

$par  toy  once 


Switzerland's  decision  to  break  the 
franc’s  link  to  gold  is  a blow  for  sentiment 
in  a punch-drunk  market  According  to 
World  Gold  Council  figures,  the  2,590 
tonnes  of  gold  in  the  Swiss  National 
Bank’s  reserves  make  it  the  world's 
fourth  biggest  holder  of  bullion  after  the 
Eurosystem,  the  US  and  the  International 
Monetary  Fund.  The  bank's  aim  of  selling 
1,300  tonnes  has  long  been  unsettling  the 
market.  From  its  January  1996  high  of 
$416.  the  gold  price  has  now  fallen  well 
below  $300.  fixing  on  at  $285.  Gold  bulls 
take  comfort  from  the  fact  that  the  SNB  is 
unlikely  to  dump  all  L30Q  tonnes  on  the 
market  at  once,  even  if  the  government 
does  want  to  raise  some  quick  cash  for  its 
Solidarity  Fund. 

After  an,  it  win  want  to  preserve  the 


value  of  the  other  half  of  its  bullion. 
Assuming,  for  sake  of  argument,  the  SNB 
sells  it  calmly  over  a decade,  averaging 
130  tonnes  a year,  the  market  should  have 
little  trouble  absorbing  the  additional  sup- 
ply. especially  as  the  Asian  economic 
recovery  gathers  steam.  Analysts  estimate 
the  market  shortfall  at  1,000  tonnes  per 
year.  However,  Switzerland  is  far  from 
being  the  only  seller.  Other  central  banks 
and  the  IMF  are  increasingly  conscious  of 
the  opportunity  cost  of  holding  gold  as 
they  contemplate  the  Interest  they  forgo. 
Nor  is  there  any  obvious  way  to  co-ordi- 
nate a collective  exit,  since  each  holder 
has  an  incentive  to  sell  first.  Much  of  this 
likely  disarray  is  already  in  today's  price. 
But  not  alL 

Korean  restructuring 

The  Korean  government  can  breathe  a 
little  easier.  Daewoo  and  Hyundai,  the 
country's  two  largest  chaebol,  or  conglom- 
erates, are  backing  away  from  confronta- 
tion over  its  demands  that  they  cut  their 
colossal  debts.  Both  have  unveiled  belated 
restructuring  plans.  Daewoo  plans  to  sell 
businesses  worth  Wonfl.OOObn  ($7Jbn)  to 
reduce  its  Won60.000bn  of  borrowings  - 
equivalent  to  a vertigo-inducing  five  times 
equity.  Hyundai  Is  still  coy  on  exactly 
how  it  might  raise  cash,  but  is  promising 
to  cut  its  debts  by  a quarter. 

The  plans  alone  will  not  restore  either 
group  to  health.  Nor  will  they  fulfil  gov- 
ernment demands  that  the  chaebol  reduce 
borrowings  to  a still  racy  two  times 
equity  by  the  end  of  the  year.  But  they 
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Europe  today 

France  wlH  be  cloudy  with 
outbreaks  of  heavy  rain.  During 
the  afternoon,  the  raki  wfll  push 
into  the  Low  Countries,  western 
Germany  and  Switzerland.  B aw* 
Germany,  Austria  and  the 
northern  and  western  Balkans 
will  have  surety  spells  and 
showers.  Poland  and  the  eastern 
Balkans  wiD  have  a higher  risk  of 
showers,  but  farther  north-east  it 
wiB  be  fine.  Scandinavia  wIB  be 
chilly  but  bright  with  isolated 
wintry  showers.  Most  of  the 
Mediterranean  wiH  be  sunny. 
Northern  Portugal  and  northern 
Spain  wUl  be  wet 

Five-day  forecast 

Low  pressure  across  central 
and  north-western  Europe  wBI 
bring  heavy  showers  and  some 
more  prolonged  ram  but  it  wfll 
be  milderthan  recently.  There 
will  be  occasional  showers  in 
the  central  and  western 
Mediterranean. 
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EBRD  may  cut  lending  in 
response  to  Russian  crisis 


may  reflect  a necessary  change  of  heart. 
By  foot-dragging  over  reducing  capacity 
and  recapitalising  their  debt  laden 
empires,  the  family-owned  chaebol  are 
threatening  to  hold  back  the  recover.'  ol 
Korea's  economy.  Hyundai  and  Daewoo 
have  been  the  worst  offenders. 

One  reason  for  the  change  of  tune  has 
been  the  government's  willingness  to  get 
tough.  U Is  threatening  to  unleash  Korea's 
largely  nationalised  banks  on  the  chaebol. 
demanding  debt-equity  swaps  as  the  price 
of  further  support.  This  threat  is  nut  with- 
out risk.  Another  hanking  crisis  could 
result,  since  the  swaps  would  lead  to  big 
write-offs.  Despite  yesterday's  promises  of 
restructuring,  it  is  not  yet  clear  if  the 
government's  gamble  will  pay  off. 


Bank  president  announces  cautious  1999  plan  and  shift  ifrpc&cy 


By  Stefan  Wagstyi, 
East  Europe  Editor 


The  proposal  to  exempt  the  wholesale 
bond  market  from  a new  EU-wide  with- 
holding tax  is  dangerously  seductive.  This 
latest  compromise  seems  designed  to 
whittle  away  objections  from  the  London- 
based  Eurobond  market.  In  principle,  it 
should  not.  As  the  problem  is  tax  evasion 
in  some  countries  - notably  Germany  - it 
would  be  better  to  tackle  it  via  transpar- 
ency of  information  on  interest  income,  as 
happens  In  the  US.  Practical  objections 
also  remain.  Individual  investors  who 
have  already  moved  funds  across  at  least 
one  border  will  move  them  again. 

The  seductive  part  of  the  compromise 
suggestion  is  that  it  appears  to  be  aimed 
at  the  very  people  who  might  be  dodging 
tax.  Either  they  would  be  deterred  from 
buying  the  bonds  by  a high-sounding  min- 
imum denomination  of  €40.000.  or  their 
income  would  somehow  be  branded 
“retail"  and  subjected  to  withholding  tax. 
Here  the  practical  problems  swing  in: 
sophisticated  individuals  will  get  round 
these  obstacles;  but  paying  agents,  custo- 
dians and  so  on  will  face  considerable 
hassle.  Liquidity  will  be  harmed  and  bor- 
rowing costs  will  rise. 

It  is  sad  that  the  best  hope  for  limiting 
the  damage  of  this  tax  proposal  would  be 
for  the  exemptions  to  be  huge.  Notably  all 
existing  bonds  would  have  to  be  exempt 
to  avoid  triggering  default  clauses.  EU 
finance  ministers  would  do  better  to 
redouble  efforts  to  Improve  enforcement 
and  lower  the  tax  rates  that  encouraged 
evasion.  I 


The  European  Bank  for 
Reconstruction  and  Development 
the  multilateral  bank  for  the  coun- 
tries of  the  former  Soviet  bloc,  could 
cut  its  lending  in  the  wake  of  the 
Russian  crisis,  Horst  Kdhler,  the 
bank's  president  warned  yesterday. 

The  bank  has  also  adopted  a busi- 
ness strategy,  under  which  it  would 
pay  close  attention  to  the  health  of 
the  countries  in  which  potential  cor- 
porate borrowers  operated. 

The  Russian  crisis  was  still  affect- 
ing countries  throughout  the  region, 
hitting  confidence  and  increasing 
risk.  Mr  Kobler  told  the  bank’s 
annual  meeting  in  London. 

“In  accordance  with  our  mandate 
we  cannot  compromise  sound  bank- 
ing principles.  That  means  that  we 
have  to  be  even  more  selective  than 
in  the  past:  quality,  as  well  as  vol- 
ume of  projects,  is  important." 

The  bank’s  1999  plan  envisages  the 
possibility  of  cutting  new  loans  from 
£2.4bn  ($2.56bn)  last  year  to  as  little 


as  Cl-Sbn,  though  it  leaves  open  the  V 
hope  of  an  increase  to  €2  Jhn  if  the  - 
business  climate  improves. 

Mr  Kdhler  said:  “The  volume  of 
new  commitments  in  1999  will 
depend  on  the  Investment  climate 
determined  by  our  countries  of 
operations." 

The  1999  plan  follows  a review  of 
the  bank’s  operations  carried  out 
since  Mr  KOhler's  arrival  at  the 
EBRD,  which  coincided  with  last 
summer’s  Russian  crisis. 

The  EBRD,  which  is  jointly  owned 
by  countries  in  the  region  that  bar- ' 
row  from  the  bank  and  by  developed 
nations  that  provide  finance,  lost 
€261 -2m  in  1998,  after  setting  aside 
€553. lm  in  provisions  for  bad  and 
doubtful  debts.  Bank  officials  said . 
restructuring  some  of  these  assets' 
would  be  a significant  task  for  1999. 

The  EBRD’s  cautious  1999  plan 
met  with  a warm  welcome  from 
western  Europe.  Yves-Thibault  de 
Sllguy,  the  European  commissioner 
responsible  for  financial  affairs,  said 
the  bank's  ambition  had  to  be- 
matched  by  realism.  •’ 
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India’s  Congress  party 
it  can  form  new  govern 


By  Mark  Nicholson  in  New  Delhi 

India’s  Congress  party  claimed 
yesterday  it  would  form  a new  gov- 
ernment to  replace  the  ousted  Bhar- 
atiya Janata  party  coalition  “within 
days",  but  said  it  would  approve  the 
BJP's  budget  tomorrow. 

Congress  and  BJP  leaders  agreed 
to  pass  the  February  28  budget  of 
Y ash  want  Sinha,  former  BJP  finance 
minister,  without  any  amendments. 

The  move  cheered  markets  and 
industry,  which  bad  pleaded  that  the 
popular  budget  should  not  fall  vic- 
tim to  India's  latest  political  crisis. 
The  Bombay  market  rose  3.74  per 
cent  on  the  news,  the  BSE  Sensex 
closing  up  124  points  at  3,451. 

The  shape  of  any  possible  Con- 
gress-led coalition  remained  unclear 
and  there  were  signs  that  the  BJP 
had  not  given  up  hopes  of  returning 
to  office.  Congress  leaders  insisted 
they  could  count  on  the  support  of 
more  than  273  MPs  - a slim  majority 
in  the  lower  house  of  India’s  frac- 
tured parliament. 


But  seven  communist  MPs  were 
insisting  their  party  could  not  back 
a Congress  government,  while  Con- 
gress leaders  did  not  define  the 
shape  of  its  proposed  government 

BJP  leaders  suggested  that  Presi- 
dent Kit  Narayanan  might  have  to 
reinstal  a BJP-led  coalition  - despite 
losing  a confidence  vote  on  Satur- 
day. 

“The  only  viable  alternative  [gov- 
ernment] that  can  be  sworn  in  is 
that  led  by  Atal  Behan  Vajpayee.” 
[the  outgoing  prime  minister]  said 
Pramod  Mahajan,  a senior  BJP' 
leader. 

Sonia  Gandhi.  Congress  president 
and  possibly  the  party's  prime  minis- 
terial candidate,  said  the  party  was 
ready  to  “discharge  our  constitu- 
tional obligations",  but  was  still 
awaiting  a formal  invitation  from 
the  president. 

The  BJP  - now  acting  as  a care- 
taker government  - also  sought  to 
offer  some  continuity  on  foreign  pol- 
icy. 

Jaswant  Singh,  Foreign  minister  in 


the  ousted  coalition,  said  he  had  ttdd 
his  ministry  to  proceed  with  a , 
planned  joint  working  group  meet- 
ing with  neighbouring  China  this 
month,  the  first  «frnrie  India’s  mideir 
tests  last  May.  ; *-7- 

But  Washington,  in  particular,,  is 
concerned  over  the  prospects  for  - 
India  signing  the  Comprehensive 
Test  Ban  Treaty.  Madeleine 
Albright,  US  secretary  pfstate,  yes- 
terday convened  a special  meeting 
. on  south  Asia  to  discuss  recent  . 
events  in  the  region  - including 
India  and  Pakistan's  nilasite  tests 
and  the  conviction  of  Benazir 
Bhutto,  former  Pakistan  prime  min--  '■ 
later,  on  corruption  charges. 

US  officials  believe  It  will -be 
impossible  to  get  India's  signature 
on  the  treaty  fay  May,  as  had  been 
hoped.  There  is  also  doubt. over 
whether  India  can  be  brought  to  sign 
the  treaty  by  its  September  deadfihe 
- particularly  under  a government 
led  by  Congress,  which  harbours 
strong  opposition  to  the  test  bah 
treaty.  .•.'■' 
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for  rapid  ascent  in  Japan 

from  ^ Preaent  l®vsl  of  Y15bn 
gi27m).  Its  ambitions  accord  with  the  Dabnter- 
Chrysler  group’s,  goal  to  Increase  turnover  In  the 

35  per  cent  of  overall  turn- 
over to  between  20  and  25  per  cant.  Page  22 

Bombay  revives  on  budget  hopes 

India's  benchmark 
BSE-30  Index  rose  124 
points,  or  almost  4 per 
cent,  to  3,451  yester- 
day on  news  that  a 
market-friendly  budget 
would  be  approved  this 
week  despite  the  tall  of 
the  government  The 
rise  followed  a market 
bloodbath  on  Saturday 
when  Atal  Behari 
Vajpayee  (left),  the 
prime  minister,  lost  a vote  of  confidence.  Inves- 
tors fear  prolonged  instability  whoever  forms  a 
government.  Emerging  market  focus,  Page  40 

Pension  funds  test  managers1  mettle 

Pension  fund  managers  in  Britain  are  worried  by 
the  consequences  of  the  dispute  between  the 
Unilever  pension  fund  and  Mercury  Asset  Man- 
agement over  performance  levels.  Page  24 

Indonesian  groups  seek  debt  pacts 

8akrfe& Brothers,  the  diversified  conglomerate, 
hopes  to  be  the  first  large  Indonesian  company 
to  obtain  creditor  approval  today  for  a restruct- 
uring of  $1.15bn  in  debt.  It  will  be  followed  by 
Astra  International,  the  carmaker.  Page  22 

Scramble  for  commodity  stocks 

The  equity  markets  have  decided  that  commod- 
ities have  bottomed.  Sydney;  Johannesburg  and 
Toronto,  home  to  big  resource  companies,  are 
seeing  a revival  In  commodity  producer  equities 
as  International  institutions  scramble  to  comet 
their  underweight  positions.  Page  30 

Pakistan  delays  the  inevitable 

Pakistan  gained  only  brief  respite  from  Paris 
Club  pressure  to  restructure  its  international 
bonds  by  postponing  a meeting  with  its  western 
donors  In  Paris  this  week  an  ways  of  restructur- 
ing its  $3.3bn  of  foreign  debt  Page  28 

Amerada  sails  into  Brazilian  waters 

Amerada  Hess,  the  US  energy  group,  yesterday 
began  exploring  for  oli  and  gas  In  tire  waters  off 
Brazil's  coast,  making  tt  the  first  foreign  com- 
pany to  enter  the  country's  prhcipel  offshore 
oil-producing  basins.  Page  20  . 

India  to  hold  back  sugar  imports 

India,  the  largest  producer  end  consumer  of 
sugar,  is  plpnmngto  restoiat  further  sugar  . . 
imports.  Domestic  producers,  are  annoyed  by  a 
fall  in  prices  triggered  by  the.  arrival  of  1.4m 
tonnes  of  foreign  sugar  outside  the  25m  tonnes 
contracted  by  traders.  Commodftfaa,  Peg*  30 


COMPANIES  IN  THIS  ISSUE. 

ABf""'"”."’"’ 


^ AUCS  ■ 

Airbus  Industrie 
Alrtoure 
AmaradeHsss 
Anglo  American  . 
Aad 9j 

BHPV-  ’ 


24'  General  Motors 
20  Hyundai  • 

4 Inchoape 
24  Intone*  Service* 
tocor  . 


21 


16 


20 


20 


12 


Johnson  & Johnson 


24 


KMPQ  Canada 


21 


.50 


Iflu  nlleher 

MnflTWW 


tyjonl  . 

- 24 

BankAmsrica  ‘ 

2D 

. MAM 

24 

BeBSouth  ; 

21-  : 

MHAHoWlnga 

ao 

Cape.. 

21 

Merrill  lynch 

24 

Chock  Point  Software 

21 

Norwich  Union 

..24- 

CWgroup  - 

..  20 

OGvett  • 

. .1 

Ooodnco' 

20 

20 

Petrobrfis 

Compaq  .. 

18^1 

Qwest 

21: 

PIT  . . . 

20 

Rio  TWO 

/ 20 

DVD Express 

12  Rockwell 

21 

Daewoo-."’ 

16  Tack  Corporation 

- 20 

Dana’  ' 

21  Telecom  Italia 

; 1 

Deutsche  ToMtorn 

. 1 Thomson  Travel 

24 

fiaiunuk**  - . 

26  Toyota 

21 

Ast  Choice 

24  WaetemMWng 

30 

CROSSWORD,  toga  SO 


*5aRK&^AT^TICS_ 

Maris*  tan*  -» 


fftnfa  reports 

BaoimBkfiwtlwn* 


Bond  prfcpa  aatjiWdi 


i3Md8Btaannoijncad,UK 
atSonancj  rates  - 

Bho  Votes  . 

ajCDDora  pnesa. 
ftadMimthdcre 
fT/SaWWorisHniScw 
FTBEeca  Mraa  mt  ■' 


2g  Rudgn  mdaw 
- SHbpitcas. 

» WSf- 

® Short^mWnteS 

28  Sfcckmsl(rt|f  a 
SB  WbtW  sock  mote* 


28 
28 
34# 
31-33 
28 
28 
SB 
28 
SO 
28 
V 


European  retail  groups  consolidate 


By  Peggy  HoRfagar  wri  Andrew 
Edgedlfia-Joimwn  In  Mw  York 

Europe's  retail  sector  is  lanced 
for  consolidation  as  some  of 
the  region's  leading  nmnpaniag 
yesterday  announced  nnianr**; 
aimed  at  creating  a retailing 
superleague. 

Kingfisher  and  Asd a,  two  of 
Britain's  best  known  retailers, 
revealed  details  of  a merger 
deal  to  create  Europe’s  biggest 
stores  group  by  operating 
profit  and  fourth  by  sates. 

In  Germany,  Karstadt,  the 
country's  biggest  department 
store  operator,  and  Quelle,  the 
second  largest  mail  order 
group,  announced  plans  to 
merge  their  m«n  order  busi- 
nesses. The  deal  would  create 
a new  group  with  combined 


Alliance  plans  in  UK,  Germany  and  France 


turnover  of  DM33bn  (gl&Sbn, 
H8bn),  rivalling  the  world 
leader  Otto  Versand. 

In  France,  two  food  retailers, 
Casino  and  Cora,  set  up  a pur- 
chasing joint  venture  to  buy 
supplies  of  some  FFrl70bn 
(€26bn,  $28bn)  a year  for 
hypermarkets,  supermarkets 
and  convenience  stores. 

Analysts  said  ibe  alliances 
were  the  beginning  of  a pan- 
European  consolidation  driven 
by  a need  for  scale  in  an 
increasingly  global  economy. 
"Retailing  is  polarising  and 
everything  has  got  to  be  very, 
vary  big  or  very,  very  niche," 
said  one.  If  you  tall  in  the 


middle  you  will  get  killed.” 
Mid-sized  companies  could  not 
hope  to  fight  against  the  power 
of  a competitor  such  as  Wal- 
Mart  of  the  US,  the  world’s 
biggest  retailer.  "Sane  15  per 
cent  of  Procter  & Gamble’s 
turnover  goes  to  Wal-Mart,"  he 
said.  "With  power  like  that 
you  can  really  hit  people.” 

Several  other  retailers  are 
thought  to  be  searching  for 
ways  to  make  pan-European 
mergers  work.  Ttesco,  the  UK’s 
largest  food  retailer,  last  week 
admitted;  "Everyone  Is  talking 
to  everyone". 

Kingfisher  and  Asda  stressed 
the  importance  of  scale  as  they 


outlined  their  merger  plans. 
Combining  the  two  companies 
creates  one  oi  the  world’s  top 
10  retafiers  by  market  value, 
expected  to  tall  at  about  £l9bn 
(930bn).  The  companies  said 
pro  forma  sales  would  be  more 
than  £17bn,  while  analysts 
forecast  more  than  £19bn  for 
the  year  1989/2000. 

Kingfisher  shares  finished 
down  44p  at  796p,  a fall  of 
some  9 per  cent  since  the  day 
before  the  deal  was  announced 
last  week.  It  is  understood  a 
Goldman  fund  manager 
who  does  not  like  the  deal  was 
selling  Kingfisher  shares.  Asda 
closed  5p  down  at  lS39ip. 


Meanwhile,  speculation,  in  the 
market  that  a rival  bid  would 
emerge  for  Asda  appeared  to 
fade. 

Analysts  in  New  York  said  it 
would  be  surprising  if  Wal 
Mart  were  to  break  up  an 
agreed  deal  between  two  UK 
retailers.  "It  would  be  out  of 
character,”  said  Patrick 
McCormack  of  BT  Alex  Brown. 

Wayne  Hood  of  Prudential 

Securities  said:  “I  think  any- 
thing is  possible,  but  it  would 
not  be  typical  of  Wal-Mart”  He 
added,  however,  that  acquisi- 
tions in  the  UK  was  almost 
certain  to  form  part  of  Wal- 
Mart's  long-term  strategy  for 
international  expansion. 

German  maO  order  deal,  Page  IS 
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Hyundai  and  Daewoo 
announce  restructuring 

S Korean  conglomerates  will  sell  assets  to  cut  debt 


By  John  Burton  In  Send 


Hyundai  and  Daewoo,  South 
Korea's  two  biggest  conglomer- 
ates, or  chaebol,  yesterday 
announced  restructuring  plans 
to  cut  their  large  debts  in 
response  to  growing  govern- 
ment pressure. 

The  proposals  came  after 
Kim  Dae-jung,  the  Korean 
president,  warned  that  the 
government  was  prepared  to 
take  management  control  of 
chaebol  units  through  a debt- 
tor-equity  swap  with  state 
bonks  if  they  tailed  to  meet  a 
mandated  gearing  ratio  of  200 


per  cent  by  the  end  of  1999. 

Hyundai  and  Daewoo  have 
been  criticised  for  backsliding 
bn  promised  restructuring 
among  the  top  five  chaebol 
rinflfl  their  debts  grew  signifi- 
cantly in  1998.  Officials  have 
praised  tbs  progress  cf  other 
leading  cbaeboL  ' 
Second-ranked  Daewoo  said 
It  would  raise  more  than 
WonS,000bn  ($7.Sbn)  in  asset 
sales  to  help  halve  its  debts  of 
Wonfi0,000hn,  or  five  times  its 
equity.  Units  to  be  sold  include 


its  profitable  shipbuilding  divi- 
sion, two  Hilton  hotels  in 
Korea,  a life  insurance  firm 
and  a telecoms  equipment 
company.  The  announcement 
Was  made  by  group  chairman 
Kim  Woo-choong. 

The  restructuring  would 
leave  Daewoo  focused  on  car 
manufacturing,  UnanHai  ser- 
vice and  trading  operations. 
Daewoo  is  also  negotiating  to 
swap  its  consumer  electronics 
unit,  Daewoo  Electronics,  for 
Samsung  Motors. 

Analysts  said  the  asset  sales 
would  ease  concerns  about 
Daewoo's  financial  troubles 
after  Standard  & Poor’s,  the 
credit  rating  agency,  last  week 
downgraded  the  rating  of  Dae- 
woo Corporation,  the  group’s 
parent  company,  to  B-  from  B. 

Hyundai,  the  largest  chaebol, 
said  it  would  raise  more  than 
Won20,000bn  through  asset 
sales,  rights  issues  and  equity 
investment  by  foreigners,  but 
gave  few  details:  Hyundai’s 
debts  lest  year  grew  by  17.5 
per  cent  to  Won72£82bn,  the 
biggest  among  the  chaebol,  due 
to  an  acquisition  spree.  Its 


estimated  gearing  jumped  to 
600  per  cent  if  asset  revalua- 
tions were  excluded. 

Analysts  were  sceptical 
whether  Hyundai  would  be 
able  to  raise  the  funds  needed 
to  cut  its  debt  to  Won50,000bn 
this  year.  "With  Daewoo’s  debt 
problems  apparently  resolved, 
I expect  government  pressure 
will  shift  to  Hyundai,"  said 
Jang  Ha-sung,  a professor  of 
finance  at  Korea  University 
and  a leading  chaebol  critic. 

The  government  has  warned 
it  might  investigate  allegations 
of  insider  trading  in  the  shares 
of  Hyundai  Electronics  by 
related  affiliates  and  relatives 
of  Chung  Ju-yung;  the  Hyun- 
dai founder. 

Hyundai  also  needs  to  raise 
capital  to  finance  its  takeover 
of  LG  Semi  con,  the  Korean 
chipmakar,  under  a state- 
proposed  merger  to  reduce 
overcapacity  in  the  Industry. 
Talks  have  been  stalled  over 
Hyundai’s  acquisition  price. 

Observer,  Page  IS 
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profits  climb  12%  to  $2.4bn 


By  John  Aufoara  la  New  York  ; 

Citigroup,  the  financial 
services  conglomerate  'formed 
by  last  year’s  merger  of  Citi- 
corp with  Travelers  Group, 
yesterday  launched  a bullish 
assessment  of  Its  prospects,  as 
its  flrabqoarter  earnings  came 
in  wen  ahead  cf  expectations. 

The  company  appears  to 
have  overcome  the  most 
severe  problems  encountered 
in  the  wake  of  the  merger. 
Strong  revenue  growth;  helped 
mainlfr  by  the  company’s  con- 
sumer side,  helped  the  com- 
pany rates  profits  12  per  cent 
tot2A2tm. 

Sandy  Weill,  co-chief  execu- 
tive and  former  head  of  Travel- 
ers, said  CitTs  earnings  were 
greater  than  General  Electric's 
for  the  quarter.  He  added  that 
fiie  Salomon  Smith  Barney 
investment  bank,  which  suf- 
fered serious  losses  daring  the 
Russian  crisis,  recorded  a 
profit  of  |720ni,  nearly  20  per 


cent  more  than  Merrill  lynch 
for  the  quarter. 

John  Reed,  the  other  co-chief 
executive,  said  the  company 
had  benefited  from  "benign" 
economic  conditions,  particu- 
larly in  the  US,  and  that  syner- 
gies from  the  merger  were  yet 
to  come.  • 

He  suggested  that  Europe 
would  be  a focus  for  activity 
on  the  corporate  and  invest- 
ment banking  side  of  the  busi- 
ness. "We  dearly  aren't  strong 
in  Europe.  2f  you  look  at  Gold*, 
man  Sachs  or  Morgan  Stanley 
Dean  Witter,  they  have  a more 
significant  business  In  Europe 
than  we.  do  at  this  point.  Now 
that  we  have  Salomon  Smith 
Barney  and  Clti  together,  we 
. are  going  to  try  and  figure  out 
if  we  can  play  a more  effective 
role  in  the  European  market- 
place.” 

He  conceded  that  Citibank 
had  not  focused  on  Europe  as 
more  than  a home  for  its  for- 
eign exchange  business. 


Mr  Well!  also  said  he  was 
optimistic  about  Salomon 
Smith  Barney’s  joint  venture 
with  Nlkko  Securities  in 
Japan,  launched  last  month, 
which  was  already  profitable. 
He  said:  "When  the  Japanese 
economy  improves,  that  Joint 
venture  will  be  really  out- 
standing.” 

The  integration  of  the  for- 
mer Citicorp’s  corporate  bank- 
ing business  into  Salomon 
Smith  Barney  was  initially  a 
serious  problem  for  the  com- 
pany, and  was  highlighted  by 
the  departure  of  Jamie  Dimon 
as  Citigroup  president  last 
November. 

Mr  Weill  claimed  that  during 
the  first  quarter  “there  were 
approximately  60  deals  that 
were  done  with  Citibank  and 
Salomon  working  together 
that  wouldn't  have  been  done 
without  that". 

He  added  that  Salomon’s 
financial  consultants  had  gen- 
erated referrals  for  approxi- 


mately 9200m  In  Citibank 
mortgagee  during  the  quarter. 

:Mr  Weill  also  said  the  com- 
pany continued  to  Invest  in 
new  distribution  systems,  tak- 
ing a 936m  loss  on  its  “e-Citi” 
initiative,  which  .invests  in 
research  into  electronic  com- 


merce. This,  was  a 20  per  cent 
greater  loss  than  in  the  equiva- 
lent period  last  year. 

By  mid-session,  Cttigroup's 
shares  had  gamed  4 per  cent, 
up £3%  at  974%. 


Fortunes  charge,  Page  20 


Doughty 
planning 
IPO  for 
Geberit 

By  Charles  Pretzllk 


Doughty  Hanson,  the  UK 
private  equity  firm,  is  plan- 
ning an  initial  public  offering 
in  the  summer  for  Geberit,  the 
Swiss  sanitary  products  group 
it  controls. 

Doughty  bought  a 79  per 
cant  stake  in  Geberit  in  March 
1997  for  SFrl.6bn  ($i.2bn). 
Doughty  is  thought  to  have 
originally  hoped  Geberit  would 
be  valued  at  almost  $lbn  on 
the  offering,  but  last  night 
analysts  said  it  would  be  val- 
ued at  closer  to  8700m. 

The  listing  Is  understood  to 
have  been  pencilled  in  for  the 
summer  and  will  take  place  on 
the  Zurich  stock  exchange.  An 
announcement  is  expected 
shortly. 

The  Issue  is  to  be  handled  by 
Credit  Suisse  Pint  Boston,  the 
investment  bank.  This  Is  a 
coup  for  CSFB  because  War- 
burg Dillon  Read  had  origi- 
nally been  asked  to  review  the 
options  for  Geberit. 

The  two  are  bitter  rivals  and 
Warburg  Is  considered  domi- 
nant in  the  Zurich  new.  issues 
market.  Hie  Geberit  offering  is 
expected  to  be  the  largest  new 
issue  in  Switzerland  since  last 
year's  SFr7.5bn  float  of  Swis- 
scom, the  state-owned  telecom- 
munications company. 

Geberit  has  increased  its 
turnover  from  SFr905m  in  1996 
to  more  than  SFrlbn  last  year. 
One  analyst  said:  "It  has  a 

Arnninant  share  of  the  market 
for  behind-the-wall  plumbing 
systems.  That  is  the  trend  the 
industry  is  progressively  mov- 
ing towards."  It  also  speci- 
alises In  high-technology  auto- 
matic flushing  systems  for 
lavatories. 

Geberit  also  has  a plastic 
pipes  business.  This  year  it 
bought  Terrain,  the  plastic 
pipes  subsidiary  of  Caradon, 
the  UK  building  materials 
group,  for  £27m  cash. 

The  group  manufactures 
ceramic  bathroom  products, 
but  analysts  believe  it  does  not 
regard  this  business  as  core. 

Analysts  said  the  group 
would  be  difficult  to  value. 

The  offering  of  Geberit 
would  come  2%  years  after 
Doughty  floated  another  Swiss 
company,  Tag  Hauer,  the 
watchmaker,  on  the  New  York 
and  Zurich  stock  exchanges. 
This  year  it  bought  Tomos 
Bechler,  the  Swiss  lathe  manu- 
facturer. 

Doughty,  which  opened  an 
office  in  New  York  this  year, 
last  night  declined  to  com- 
ment 


at  the  crossroads 
after  Pfeiffer’s  departure 


By  Louisa  Kehoa  fa  San  ftndfaco 


The  weekend,  drama  at 
Compaq  Computer,  where 
Eckbari  Pfeiffer,  chief  execu- 
tive, was  ousted  by  the  board 
of  directors,  and  Earl  Mason, 
chief  financial  officer, 
resigned,  did  little  to  cheer 
shareholders  yesterday. 

Its  shares  were  trading  at 
$23%  in  mid-session,  down 
from  Friday’s  close  and  near  a 
12-month  low  of  922ft. 

While  the  management 
rf-Tiangas  may  beh>  repair  rela- 
tions between  Compaq  and 
Wall  Street  analysts,  whose 
confidence  was  shaken  by  tbs 
company’s  surprise  profit 
warning  earlier  this,  month, 
egveral  uncertainties  remain. 

- on  Wednesday,  Compaq  is 
scheduled  to  release  its  first 
quarter  flipnHni  results.  /Ebe 
company  has  '.warned  that 
earnings  are  expected  to  be 


below  analysts’  predictions  of 
around  31  cants.  However,  it 
remains  to  be  seen  which  seg- 
ments of  Compaq’s  business 
underperformed  In  the  first 


quarter,  and  to  what  affect  the 
acquisition  last  year  of  Digital 
' Equipment  had  an  earnings. 

. Analysts  have  broadly 
rejected  Compaq's  initial 
explanation  for  the  earnings 
disappointment.  Compaq  said 
industry-wide  pricing  pres- 
. sums  and  slack  demand  for 
PCs  tram  US  corporate  buyers 
were  to  blame,  but  there  is  a 
growing  consensus  among 
.Industry  analysts  that  Com- 
paq's management  tailed  to 
keep. pace  with -rapid  changes 
'Jn.the  PC  market 
.Ben  Soseh,  Compaq  chair- 
man  whohas-taken  on  the  role 
of  interim  chief  executive 
while  the  company  searches 
for  a replacement  for  Mr  Pfeif- 
fer, told  Wall  street  analysts 
the  management  changes  did 
. not  signal  that  first  quarter 
earnings  were  expected  to  be 
worse  fiian  fiagged. 

With  MfPfeSfer’s  departure, 
the  big  question  is:  who  will 
ron  Compaq  fn  the  future?  In 
the  meantime  Mr  Rosen,  with 
' two  atom  non-executive  direc- 
tors, will. form  a temporary 
■office  of  the  chief  executive”. 


“This  will  not  be  a caretaker 
crew,”  Mr  Rosen  said.  "We  are 
on  site  [at  Compaq  headquar- 
ters  ip  Houston]  and  making 
decisions."  Those  decisions  are 
expected  to  include  additional 
management  changes.  Mr 
Rosen  made  dear  he  would  be 
moving- to  accelerate  decision 
making. 

Finding  a new  chief  execu- 
tive may  prove  difficult  The 
company  had  engaged  search 
firms  to  look  worldwide,  Mr 
Rosen  said.  Any  new  chief 
executive  feces  toe  prospect  of 
being  second-guessed  by  Mr 
Rosen,  who  has  been  an  active 
rfiabraaTi.  The  next  chief  exec- 
utive might  also  wonder 
whether  he  or  she  would  even- 
tually follow  In  the  footsteps  of 
Mr  Pfeiffer  and  his  predeces- 
sor, Rod  Canion,  both  ousted 
by  Mr  Rosen. 

Yesterday  Mr  Mason  was 
appointed  chief  executive  of 
Alliant  Food  Sendees,  a Chica- 
go-based food  distribution 
group. 
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RETAILING  MERGER  SPARKS  SPECULATION  ABOUT  FURTHER  EUROPEAN  CONSOLIDATION  AS  CASINO  AND  CORA  LINK  BUYING  OPERATIONS 

Schickedanz,  Karstadt  in  mail  order  deal 


By  Tony  Barter  In  Frankfwt 
and  David  Owen  in  Paris 

Schickedanz,  the  privately 
owned  German  retailer, 
announced  plans  yesterday 
to  merge  its  mail  order  busi- 
ness with  Karstadt,  Ger- 
many's biggest  department 
store  company,  in  a step  that 
reflects  the  increasingly 
intense  competition  in 
Europe's  retail  sector. 

Karstadt's  share  price 
jumped  by  almost  8 per  cent 


after  the  company  said  it 
'would  ask  shareholders  at 
its  annual  general  meeting 
on  July  15  to  approve  the 
merger  with  the  mail  order 
house  Quelle. 

Shares  also  rose  in  other 
European  retailers  as  Inves- 
tors expressed  optimism  that 
the  continent’s  retail  sector, 
long  divided  into  relatively 
small  national  fragments, 
was  heading  for  a phase  of 
consolidation  and  cross-bor- 
der expansion. 


Two  French  retailing 
groups  - Casino  and  Cora  - 
said  they  had  agreed  to 
merge  their  purchasing 
operations  into  a joint  ven- 
ture - Opera  - which  will 
buy  supplies  for  hypermar- 
kets, supermarkets  and  con- 
venience stores  whose  total 
annual  sales  amount  to 
FFrl70bn  (€26bn,  $28bn). 
Cora  is  42.3  per  rent-owned 
by  Carrefour.  another 
French  retailer,  which  had 
no  comment  yesterday. 


Approval  of  the 
Schickedanz-Karstadt  deal  is 
considered  virtually  certain, 
since  Schickedanz  has  built 
up  a 48  per  cent  stake  in 
Karstadt  over  the  past  two 
years. 

The  new  group,  to  be 
based  in  Essen  and  called 
Karstadt  Quelle,  would  have 
a combined  turnover  of 
DM33bn  iCIS.Bbn.  S18bo>. 
making  it  one  of  the  largest 
in  Europe. 

"The  path  on  which  we 


embarked  in  August  1997  by 
buying  into  Karstadt  will  be 
completed  with  the  merger," 
said  Andreas  Neuner,  a 
Schickedanz  spokesman. 
"We  expect  a boost  in 
employment  as  a result  of 
joint  tapping  of  new  markets 
at  home  and  abroad." 

Among  those  benefiting 
from  yesterday's  wave  of 
confidence  on  the  stock  mar- 
ket was  Metro.  Karstadt's 
main  German  rival  and  the 
world's  second  biggest 


retailer  in  terms  of  sales 
after  Wal-Mart  of  the  US. 
Shares  in  Metro  closed  more 
than  3 per  cent  higher  in 

Frankfurt. 

The  decision  of  Metro  and 
other  German  retailers  to 
streamline  their  operations 
and  seek  new  markets  In  the 
euro-zone  owes  much  to  Wal- 
Mart's  recent  expansion  Into 
Germany,  where  its  aggres- 
sive discounting  strategy 
has  begun  to  shake  up  old 
habits. 


Volvo  outlines  use  of  Ford  cash 


By  Tun  Burt  hi  Stockholm 


Volvo,  the  Swedish  auto- 
motive group,  yesterday 
announced  a SKr26.7bn 
<$322lbn)  capital  gain  on  the 
sale  of  its  car  division  to 
Ford  or  the  US  and  pledged 
to  use  the  proceeds  for  a 
share  buy-back  and  acquisi- 
tions in  its  five  remaining 
business  areas. 

The  company,  which  is  to 
sell  its  car  arm  to  Ford  for 
SKr50bn.  said  the  disposal 
had  lifted  its  net  cash 
reserves  to  SKr54.1bn  at  the 


end  of  the  first  quarter  - up 
from  SKrl<L3bn  at  the  end  of 
last  year. 

Leif  Johansson,  chief  exec- 
utive. re- affirmed  plans  to 
buy  back  SKrlObn  of  shares 
and  welcomed  the  Swedish 
government's  decision  to 
introduce  legislation  permit- 
ting such  buy-backs. 

He  also  said  Volvo  would 
use  its  strong  cash  position 
to  make  bolt-on  acquisitions 
in  areas  such  as  trucks, 
buses  and  construction 
equipment 

But  be  declined  to  com- 


ment on  Volvo's  pursuit  of 
Scania,  the  Swedish  heavy 
truck  maker  In  which  it  has 
acquired  a near- 13  per  cent 
stake  for  SKr5.2bn. 

He  was  speaking  after 
Volvo  announced  a 15  per 
rent  increase  in  underlying 
first  quarter  profits,  with 
operating  income  up  from 
SKrl.06bn  to  SKrl.22bn  on 
sales  ahead  10  per  cent  from 
SEr24.6bn  to  SKr27.1bn. 

The  figures,  excluding  con- 
tributions from  the  car  divi- 
sion, mainly  reflected  higher 
profits  in  the  trucks  busi- 


ness - up  from  SKr636m  to 
SKr917m.  That  offset  a poor 
performance  by  the  bus  divi- 
sion. which  reported  a 
SKnJ7m  loss  following  weak 
demand  in  Latin  Aii.i-rica 
and  restructuring  costs. 

industry  analysts  also 
expressed  concern  at  falling 
profits  in  construction  equip- 
ment. down  from  SKr297ro  to 
SKrl83m  amid  production 
and  inventory  problems  in 
some  markets. 

Volvo's  most  commonly 
traded  B shares  fell  SKr7  to 
SKj-226. 


Ring  in  the  changes:  Emflio  Botin,  left,  and  Jose  Mari  AimreStegU, 
joint  chairmen  of  Banco  Santander  Central  ffispano,  yesterday 
launched  the  shares  of  the  newly  merged  bank.  BSCH  lost  ground 
soon  after  its  market  debut  In  Madrid,  dosing  at  €21.62.  A P 


Gucci  suggests  LVMH  offers  it  $88-a-share 


By  Alice  Rawsthran  in  London 
and  David  Owen  in  Paris 

The  board  of  Gucci,  the 
embattled  Italian  fashion 
company,  has  written  to 
LVMH,  the  French  luxury 
goods  group,  promising  to 
recommend  acceptance  of  an 
LVMH  offer  if  the  latter 
raises  its  conditional  $85-a- 
share  offer  to  an  uncondi- 
tional one  of  $88,  thereby 
valuing  Gucci  at  $9bn. 

The  decision  to  send  the 
letter,  described  by  one 


Gucci  executive  as  “put  up. 
or  shut  up  for  LVMH",  was 
taken  at  a meeting  of  Gucci's 
supervisory  board  on  Sun- 
day. 

It  was  dispatched  yester- 
day, a few  days  before  a crit- 
ical court  case,  starting  on 
Thursday,  that  will  deter- 
mine the  outcome  of  the 
Gucci  battle. 

LVMH  described  Gucci's 
latest  proposal  as  "a  torpedo 
without  a warhead”.  The 
French  group  dahns  that  it 
is  Impossible  to  mount  a suc- 


cessful offer  to  secure  con- 
trol of  Gucci  because  of  tbe 
42  per  cent  stake  issued  to 
Pinault-Printemps-Redoute 
rPPR),  the  French  retail  con- 
cern founded  by  Francois 
Ptnault,  a former  ally  of 
Bernard  Arnault,  LVMH's 

chairman 

The  legality  of  tbe  PPR 
stake,  for  which  the  Pinault 
group  paid  $2.9bn.  and  a pre- 
vious issue  of  20m  shares 
(the  same  number  that 
LVMH  owns)  to  Gucci 
employees  will  be  addressed 


in  the  court  case  starting  at 
the  Amsterdam  Court  of 
Appeal  on  Thursday. 

LVMH  indicated  yesterday 
that  it  was  unlikely  to 
amend  its  $85  offer  before 
Thursday's  bearing.  "There 
is  absolutely  nothing  in 
Gucci's  letter  that  changes 
the  chances  of  success  for  an 
offer."  commented  one  exec- 
utive. who  alleged  that 
Gucci  had  sent  the  letter  to 
distract  investors'  attention 
from  LVMH''!  quarterly 
results. 


After  the  results 
announcement.  LVMH's 
shares  rose  by  €21.50,  or  10 
per  cent,  to  €236.50  in  Paris. 
Gucci's  shares  were  also  up 
by  €3.65,  or  53  per  cent,  to 
€74.40  in  Amsterdam. 

LVMH  mustered  a LL8  per 
cent  advance  in  sales,  which 
rose  to  €1.76bn  from  €1.56  bn 
in  the  three  months  to 
March  31.  Improvements 
ranged  from  nearly  30  per 
cent  in  the  champagnes  and 
wines  unit  (24  ju?r  rent  on  a 
constant  basis)  to  3.6  per 


cent  in  selective  retailing. 

Tbe  French  group  said 
that  sales  of  DFS,  its  duty- 
free chain,  were  ahead  of 
budget,  although  lower  than 
a year  earlier  because  of  the 
closure  of  certain  stores.  It 
said  the  yearon-year  overall 
sales  advance  for  March 
reached  18  per  cent 

Turnover  in  fashion  and 
leather  goods,  which 
includes  Louis  Vuitton  lug- 
gage and  the  Givenchy  fash- 
ion house,  increased  by  12 
per  rent 


TELECOMMUNICATIONS  ITALIAN  GROUP  WILL  NOT  BACK  DOWN  DESPITE  DEUTSCHE  TELEKOM'S  MERGER  PUN 


Olivetti  sticks  to  hostile  bid  for  Telecom  Italia 


By  Paul  Betts  to  MBan  and 
Vincent  Boland  in  London 


Roberto  Colaninno,  Olivetti 
chief  executive,  insisted  yes- 
terday that  his  company 
would  go  ahead  with  Its 
€60.4bn  ($64.6bn)  hostile  bid 
for  Telecom  Italia  despite 
today's  expected  announce- 
ment of  a blockbuster 
merger  between  the  Italian 
operator  and  Deutsche 
Telekom. 

Tbe  disclosure  of  the  pro- 
posed merger  had  sparked 
frantic  political  manoeu- 
vring in  Rome  amid  sugges- 
tions that  political  pressure 


was  being  put  on  Mr  Colan- 
inno to  negotiate  a deal  with 
Telecom  Italia’s  core  share- 
holders to  Involve  Olivetti  in 
the  Deutsche  Telekom  deaL 

Olivetti,  it  was  argued, 
would  help  reinforce  the  Ital- 
ian component  in  Telecom 
Italia’s  shareholding  struc- 
ture to  boost  the  Italian 
voice  in  any  eventual  merger 
with  the  German  company. 
But  Mr  Colaninno  made  it 
dear  yesterday  that  he  was 
carrying  on  with  his  bid  and 
wanted  the  market  to  decide 
the  outcome. 

Officially,  Olivetti  said  it 
was  not  in  a position  to  give 


any  assessment  of  the  pro- 
posed merger.  But  it  said  it 
shared  in  principle  the  Ital- 
ian government’s  view  "that 
parity  and  genuine  privatisa- 
tion of  Deutsche  Telekom 
are  prerequisites  for  such  a 
project”. 

Olivetti  has  clearly  been 
taken  aback  by  Telecom  Ital- 
ia's talks  with  Deutsche 
Telekom.  The  Olivetti  camp 
considers  the  proposed 
merger  is  a desperate 
attempt  to  thwart  its  take- 
over bid  and  questions  the 
logic  of  mating  two  telecom- 
munications elephants. 

Analysts  said  Olivetti  was 


not  yet  out  of  the  race  to  win 
Telecom  Italia,  which  has 
been  frantically  trying  to 
shake  off  its  predator.  But 
they  doubted  whether  Oli- 
vetti had  the  ability  to 
increase  its  already  highly 
leveraged  bid  for  its  target, 
which  is  five  times  its 
size. 

"If  the  Deutsche  Telekom/ 
Telecom  Italia  merger  goes 
ahead  it  will  likely  be  all 
paper,”  said  Roberto 
Odierna,  telecoms  analyst  at 
Soci6t6  Generate  in  Milan. 
“A  strong  point  of  the  Oli- 
vetti bid  is  its  cash  compo- 
nent, and  while  it  will  be 


very  hard  to  increase  it,  it's 
certainly  not  out  of  the  game 
yet." 

Olivetti's  freedom  to 
trump  the  proposed  merger 
could  depend  on  the  extent 
of  its  agreement  with  Man- 
□esmann,  the  German  opera- 
tor. to  which  it  is  to  sell  Its 
Italian  mobile  telephone 
interests  - which  they 
jointly  own  - il  its  bid  for 
Telecom  Italia  is  successful 

There  was  speculation  yes- 
terday that  Deutsche  Tele- 
kom. by  linking  with  Tele- 
com Italia,  was  seeking  to 
counter  a competitive  threat 
in  Italy  from  Mannesman!; . 


whose  position  in  that  mar- 
ket will  be  considerably 
strengthened  by  its  purchase 
of  Olivetti’s  stake  in  the 
Oilman  joint  venture. 

Olivetti  is  awaiting  final 
approval  from  Gonsob,  the 
Italian  stock  market  regula- 
tor, for  its  bid  prospectus.  It 
□eeds  permission  fry  Thurs- 
day to  meet  its  end  of  April 
deadline  to  launch  the  bid. 

If  it  fads,  Telecom  Italia 
would  no  longer  be  tied 
down  to  the  “passivity” 
rules  of  the  Italian  takeover 
code  and  would  be  free  once 
again  to  organise  its 
defences. 


This  aravjimctmaa  appears  as  a mono- of  recant  only. 
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PIRELLI  TYRE  HOLDING  N.V. 

Established  in  Amsterdam 

Shareholders  are  herewith  invited  to  attend  the  annual 

General  Meeting  of  Shareholders 

to  be  held  on  Friday  7 May  1999  at  15.00  hours  in  the  New  York 
banquet  room  of  the  World  Trade  Center,  Strawinskylaan  I,  Amsterdam. 

The  agenda  is  as  follows: 

1.  Opening 

2.  Report  of  the  Board  of  Management  for  1998 

3.  Discharge 

4.  Adoption  of  the  annual  accounts  for  1998  and  allocation  of  the  net  result 

5.  (Re)app ointment  of  members  of  the  Supervisory  Board 

6.  Appointment  of  members  of  the  Board  of  Management 

7.  Reduction  of  share  capital  by  amendment  to  the  articles  of  association 

8.  Change  of  auditors 

9.  Announcements,  questions,  close 

Regarding  the  (re)apponintment  of  the  membersof  the  Supervisory  Board 
and  the  Managing  Board,  no  binding  nomination  has  been  made. 

It  is  proposed  to  reduce  the  value  of  the  shares  from  NLG  10.-  to  € 4.50,  in 
connection  with  the  introduction  of  the  Euro.  The  difference  per  share  ad 
€ 0.04  will  be  aded  to  ibe  share  premium  reserve.  This  reduction  of  the 
share  capital  will  be  effected  by  an  amendment  to  the  articles  of  association. 

The  annual  report,  including  the  comprehensive  agenda  for  this  meeting, 
and  the  financial  statements  for  the  year  1998  as  well  as  the  details  with 
respect  to  the  members  of  the  Supervisory  Board  to  be  (re)appointed  are 
available  for  inspection  at  and  may  be  obtained  free  of  charge  from  the 
Company's  office  and  the  principal  offices  of  the  below  mentioned  banks. 

Holders  of  bearer  shares  wbo  (in  person  or  by  proxy)  wish  to  attend  the 
meeting  mast  have  lodged  their  shares  not  later  than  Monday  3 May  1999  at 
one  of  the  following  banks  who  will  subsequently  send  them  a receipt  which 
will  serve  as  entrance  ticket: 

in  the  Netherlands  at  MeesPierson  N.V.,  Amsterdam 
in  Belgium  at  Generafe  Bank.  Brussels 
in  Germany  at  D res  doer  Bank  A.G.,  Frankfurt  a.M. 
in  Italy  at  Credito  ltaliano.  Milan 
in  Switzerland  at  Swiss  Bank  Corporation.  Zurich 

The  Board  of  Management 
The  Supervisory  Board 
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NEWSDIGEST 


AIRLINES 


AUA  hopes  to  raise 
€250m  with  nw  equij^ 

Austrian  AfrSnes  (AUA),  one  ofEurope’s  fest^-grewlng  . 
and  most  profitable  carriers,  is  seeking  to  raise  around 
€250m  ($268m)  In  new  equity  to  reduce  Its  geadng\and 
help  finance  expansion.  This  Is  the  fust  equlty-fristag-axfir- 
cise  in  nearly  a decade  for  the  airline,  which  has  staged  a 
dramatic  tumround  oyer  the  last  five  years.  It  plans  to' 
issue  8m  new  shares  through' a rights  issue  of  four  new. 
shares  for  every  13  heW. 

The  new  issue,  which  wiM  double  the  free  float  of  AUA  - • 
shares  and  dilute  foe  Austrian  government's  stake  io  . 
under  40  per  cent,  follows  the  best  year  in  the  afrltne^ 
40-year  history.  Five  years  ago  Austrian  Airlines- was:  in  " 
serious  financial  trouble  after  four- years  of  losses.  How-  ■ 
ever,  anew  management tean,  led  by  Herbert  Bamrner 
and  Mario  Rehulka,  has  transformed  a loss-making 
regional  airline  into  a. fast-growing  international  niche  oper- 
ator: Staff  and  operating  costs  have-been  ciit.by  a fifth, 

AUA  plans  to  spend  €1-5bn  over  the  next  five  years 
modernising  its  fleet  and  expanding  its  size  from  83  to  100 
aircraft  ft  is  budgeting  on  growth  of  14.6  per  cent  a year  '• ' 
in  its  regional  airline  capacity  and  13.5  per.  cent  a. year  In 
long-haul  capacity.  Wiliam  Hall,  Vienna 


SEMIOTNOUCTORS " ; /■ 

STM  proposes  ‘poison  pill’ 

STMkroelectronics  (STM),  the  Franco-ltailan  semteonduo-. 
tor  manufacturer,  outfitted  proposals  yesterday  for  a. “poi- 
son pill"  to  protect  it  from  hostile  takeover,  triggering 
speculation  that  a further  reduction  in  the  proportion  of  Its 
capital  held  by  state-controfled  groups  could  be  in  the  off- 
ing. The  company  said  it  intended  to  request  authorisation 
to  issue  up  to  180m  new  preference  shares  at  par  value, 
entitling  the  holder  to  full  voting  rights.  These  would  be 
issued  to  STMicroetectromcs  Holding  II  BV,  a joint  holding 
company  grouping  the  56  per  cent  in  STM  owned  by . 
French  and  Italian  state-controlled  entities. 

The  move  prompted  speculation  that  one  or  more  of 
these  entitles  might  be  planning  to  sell  some  or  all  of  their 
STM  shares.  “It  would  probably  not  surprise  the  market  If 
they  sold  more,”  stfd  Charles  Bfiott,  an  analyst  with  Gold- 
man Sachs.  “And  as  they  sold  more,  the  company  may 
need  protection  from  a hostile  takeover." 

The  12-year-old  company  also  proposed  its  first  divi- 
dend - of  16  cents  a share  in  cash  - and  said  it  would  ; 
propose  a two-for-one  stock  split.  The  effective  date  of 
the  sprit  would  be  June  16.  a day  after  the  dividend  would 
be  payable.  All  these  initiatives  are  to  be  presented  for 
shareholder  approval  at  the  group's  annual  general  meet- 
ing, scheduled  for  May  31  in  Amsterdam.  Mr  Pistorio  said 
the  aim  of  the  proposed  stock  spirt  was  to  make  STM 
shares  more  accessible  to  a broader  group  of  potential 
shareholders  and  to  increase  trading  liquidity. 

Yesterday’s  developments  came  as  the  company,  the  - 
former  SGS-Thomson,  announced  a 16.5  per  cent  increase 
from  $90 .2m  to  $1 05.1m  in  first-quarter  net  income, 
achieved  on  net  revenues  up  from  $1.01  bn  to  $1.11  bn. 
David  Owen,  Paris 


PULP  AND  PAPER 


Soporcel  offer  brings  Es14.5bn 

A global  offer  of  13.78  per  cant  of  Soporcel,  the  Portu- 
guese pulp  and  paper  group,  raised  Es14.5bn  (€72m, 
$77m)  yesterday.  The  institutional  offer  of  4-S4m  shares 
was  more  than  five  times  subscribed,  and  small  investors 
placed  orders  for  more  than  nine  times  the  4m  shares  on 
offer  in  the  retail  tranche.  The  price  was  fixed  at  Esl.665  a 
share,  at  the  lower  end  of  the  pre-established  range  but  a 
discount  of  more  than  13  per  cent  on  Friday's  dosing 
price  of  Est.924.  The  shares  closed  at  EsI  .804  yesterday.' 
Global  co-ordinators  were  Banco  Cisf  and  BES  Invest- 
imento,  both  Portuguese  investment  banks,  and  Schraders 
of  the  UK.  The  Portuguese  state  and  Arjo  Wiggins  Apple- 
ton,  the  Anglo-French  paper  group,  sold  11  and  3 percent 
respectively  to  reduce  their  stakes  in  Soporcel  to  40  per 
cent  each.  Peter  Wise,  Lisbon 
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Notice  of  Invitation  by 

Federative  Republic  of  Brazil 

co  Owners  of 

U.S.$5,430,657,000  El  Series  L Bonds  Due  2006  (the  “El  Bonds")  and 
U.S.$7, 126,924,000  Series  A-L IDU  Bonds  Due  2001  (the  “IDU  Bonds”) 

to  tender  El  Bonds  and  IDU  Bonds  (collectively,  “Brady  Bonds")  in 
exchange  for  U.S.  DoUar-Denominated  Global  Bonds  Due  2004  (the  “Global  Bonds  ). 


THE  EXCHANGE  OFFER  AND  WITHDRAWAL  RIGHTS  WILL  EXPIRE  AT  3:00  P.M.  (NEW  YORK 
CITY  TIME)  ON  APRIL  23, 1999.  UNLESS  EXTENDED  OR  EARLIER  TERMINATED. 


The  Federative  Republic  of  Brazil  (the  “Republic')  is  inviting  ownns  of  Brady  Bonds  (each,  a “Bondholder")  cn  render  their  Bmdy 
Bonds  in  achange  for  Global  Bonds,  on  the  terms  and  subject  to  the  conditions  sec  forth  in  a Prospectus  Supplement  dated  April  l1)  1999.  the 
accompanying  Prospectus  and  the  related  letter  of  transmittal  (the  "Exchange  Offer"),  copies  of  which  may  be  obtained  as  described  below. 
Simultaneously  with  die  Exchange  Offer,  the  Republic  is  offering  to  the  public,  by  means  of  the  Prospectus  Supplement  and  aecompiniing 
Prospectus,  additional  amounts  of  Global  Bonds  to  be  purchased  for  cash  through  an  underwritten  offering  iche  “Global  Bond  Offering  ).  The 
Global  Bonds  will  be  direct,  unsecured,  general  and  unconditional  obligations  of  the  Republic.  Interest  on  ihe  Globa)  Bonds  will  accrue  from 
tbe  Settlement  Date  (as  defined  below)  and  will  be  payable  semi-annually  in  arrears  on  April  15  and  October  15  o!  each  year,  cmnmeiKing  on 
October  15.  1999.  Tbe  Global  Bonds  will  mature  on  April  15,  2004  and  will  not  be  redeemable  prior  co  maruricy  or  entitled  to  the  benefit  of 
any  sinking  fund. 

Calculation  of  Principal  Amount  of  Global  Bonds  To  Be  Received  in  Exchange  for  Brady  Bonds 

Global  Bond  Spread  and  Brady  Bond  Spreads:  At  or  around  3 K»  P-M..  New  York  City  time,  on  the  Trading  Day  las  defined  below) 
before  the  Expiration  Date  fas  defined  below),  the  Republic  at  its  discretion  will  set  the  interest  rate  of  the  Global  Bonds  and  the  issue  price, 
yield  to  maruriry  and  principal  amounc  of  cbe  Global  Bonds  to  be  issued  lor  cosh.  Ac  this  time,  the  Global  Bond  Spread  will  be  set  and  will  be 
equal  to  the  yield  co  maturity  described  in  the  previous  sentence  nuntts  die  UST  Benchmark  Rare  as  of  the  time  such  yield  to  maturin'  is  set.  By 
5:00  P-M-,  New  York  City  time,  on  the  same  day,  the  Republic  will  set  each  Bradv  Bond  Spread  Different iaL  which  will  be  used  in  the  deter- 
mination of  each  Brady  Bond  Purchase  Price  and.  ultimately,  each  Brady  Bond  Exchange  Ratio,  all  as  more  fully  described  below. 

Principal  Amount  of  Global  Bonds  To  Be  Received:  Each  Bondholder  exchanging  Brady  Bonds  for  Global  Bonds  pursuant  to  the 
Exchange  Offer  will  receive,  for  each  1UJI.OOO  in  original  principal  amount  of  Brady  Bonds  rendered  for  exchange,  a principal  amount  of 
Global  Bonds  equal  to  the  product  of  (a)  U-S-S  1.000  and  (b)  the  applicable  Brady  Bond  Exchange  Ratio.  pmueJ.  baumr.  rhat  the  aggregate 
principal  amount  of  Global  Bonds  issuable  co  such  Bondholder  will  lie  rounded  down  to  the  nearest  multiple  ofUd.SljDUO.  and  the  difference 
rtwr  results  from  such  rounding,  multiplied  by  the  Global  Bond  Exchange  Price  and  divided  by  1.000,  will  be  paid  in  cash.  In  addirion.  each 
Bondholder  exchanging  Brady  Bonds  for  Global  Bonds  pursuant  co  tbe  Exchange  Offer  will  receive  in  cash  accrued  but  unpaid  interest  on  such 
Brady  Bonds  ro  (bur  nor  i/Kluding)  the  Settlement  Due  of  the  Exchange  Offer,  which  will  also  be  the  settlement  dare  ol  the  Global  Bond 
Offering. 

Brady  Bond  Ratios:  The  ‘Brady  Bond  Exchange  Ratio"  for  the  El  Bonds  will  equal  the  product  ot  la)  the  quotient  resulting 

from  the  division  of  the  Brady  Bond  Purchase  Price  for  the  El  Bonds  by  the  Global  Bond  Ex  change  Price  and  ibi  0.950.  being  the  jmorrisirron 
factor  chat  will  be  in  effect  as  of  the  Settlement  Dare  for  the  El  Bo  nek.  The  ‘Brady  Bond  Exchange  Ratio"  for  the  IDU  Bonds  will  equal  the 
product  of  (a)  tbe  quotient  resulting  from  the  division  of  the  Brady  Bond  Purchase  Price  for  the  IOU  Bonds  by  the  Global  Bond  Exchange 
Price  and  (b)  0.492.  being  die  amortization  foe  cor  char  will  be  in  effect  os  ot  the  Settlement  Dare  for  cbe  IDU  Bonds. 

Brady  Bond  Purchase  Price:  Tbe  "Brady  Bond  Purchase  Price"  will  equal  the  value  i adjusted  for  accrued  interest,  if  anyi  per 
UJ5.S1.000  original  principal  amounc  of  rhe  El  Bonds  or  IDU  Bonds,  as  rhe  case  may  be.  of  all  remaining  payments  of  principal  of  and  interest 
on  such  bond  ro  be  made  through  its  maruricy  dace  discounted  to  the  Settlement  Dace  ar  cbe  applicable  Brady  Bond  Purchase  Yield,  assuming 
char  (a)  all  payments  under  this  bond  are  made  when  scheduled  and  (b)  tbe  interest  payments  on  this  bond  i which  adjust  semi -annually)  are 
swapped  co  a fixed  cue  of  interest  using  die  applicable  Bloomberg  pricing  page,  after  entering  (be  applicable  Brady  Bond  Purchase  Yield,  the 
Settlement  Dace  and  cbe  Par  Swap  Curve  into  char  pricing  page.  The  "Par  Swap  Curve'  will  be  a series  of  rates  for  par  interest  rate  swaps,  based 
on  che  average  of  quotes  on  the  Expiration  Dare  obtained  from  three  dealers  (selected  by  the  Dealer  Managers),  for  inceresr  rare  swaps  maturing 
in  srx  months,  one  year,  two  years,  five  years  and  ten  years,  under  which  the  dealer  would  pay  U-5-  dollar  fixed  rare  interest  payments  and 
receive  UA  dollar  three-month  LIBOR  in  rerest  payments. 

Brady  Bond  Purchase  Yields  and  Spend  Differencials:  Each  "Brady  Bond  Purchase  Yield"  will  eqiul  the  sum  of  (a)  the  UST 
Benchmark  Rare  an  the  Expiration  Dace,  (b)  die  Global  Bond  Spread  and  (cl  tbe  applicable  Brady  Bond  Spread  Differential.  Each  ‘Brady  Bund 
Spread  Differential'  will  be  a spread  selected  by  tbe  Republic  at  its  sole  discretion  bv  5:00  P_M_  New  York  City  time,  oo  tbe  Trading  Das  prior 
to  die  Expiration  Date:  pm%U.  boumr.  char  rhe  Brady  Bood  Spread  Differencial  for  che  El  Bonds  will  be  no  greater  than  1 75  basis  points  and 
che  Brady  Bond  Spread  Differential  for  cbe  IDU  Bonds  will  be  no  g rearer  chan  75  basis  points.  With  respect  to  che  IDU  Bonds,  it  is  possible 
char  the  Republic  may  select  a Brady  Bond  Spread  Differential  chat  is  les  chan  zero. 

Global  Bond  Exchange  Price  and  Exchange  Yield:  The  "Global  Bond  Exchange  Price'  will  equal  che  value  (adjusted  for  accrued 
interest,  if  any)  per  US.S  l ,000  principal  amount  of  Global  Bonds  of  all  payments  of  principal  of  and  interest  on  such  bond  co  be  made  through 
its  maturity  dare  discounted  at  tbe  Global  Bood  Exchange  Yield  to  die  Secdemenr  Date  in  accordance  with  standard  market  practice.  The 
"Global  Bond  Exchange  Yield"  will  equal  the  sura  of  (*)  tbe  UST  Benchmark  Rare  on  the  Expiration  Dare  and  (bj  che  Global  Bond  Spread,  set 
as  described  above  under  ‘Global  Bond  Spread  and  Brady  Bond  Spreads." 

UST  Benchmark  Race:  Ar  any  time.  "UST  Benchmark  Race'  means  che  yield  ro  maturity  (calculated  to  accordance  with  standard 
market  practice)  corresponding  ro  the  bid-side  price,  as  repotted  at  char  time  by  che  Cantor  Fitzgerald  Securities  U.S.  Treasury  Quota  non 
Service  on  cheTHerare  Page  500.  for  the  4 3/458  U 5.  Treasury  Note  due  February  15, 2004. 

Limits  on  the  Exchange  Offer,  Proratio  a;  Participation  by  cbe  Republic  and  die  Dealer  Managers 

The  aggregarc  principal  amount  of  Global  Bonds  ro  be  issuable  pursuant  ro  cbe  Exchange  Offer  and  the  Global  Bood  Offering  may  not 
be  leas  than  USSl.OOOjCKXUXX).  The  Republic  reserves  die  right  at  its  sole  discretion  not  to  accept  any  tenders  for  exchange.  If  the  Republic 
determines  to  accept  any  tenders  for  exchange,  the  Republic  at  its  sole  discretion  will  select  the  aggregate  principal  amounc  (which  may  be 
zero)  of  Brady  Bonds  of  each  type  is  be  acquired  pursuant  to  the  Exchange  Offer.  If  the  aggregate  amount  of  Global  Bonds  ro  be  exchanged  for 
a type  of  Brady  Bonds  exceeds  the  amount  selected  by  the  Republic  with  respect  co  thar  type,  the  tenders  for  exchange  of  dur  type  of  Brady 
Bond  will  be  subject  ro  prorarioo. 

None  of  cbe  Republic,  Banco  Central  do  Brasil  or  any  of  die  Republic  s governmental  agencies  will  be  permitted  to  submit  tenders  for 
exchange. 

The  Republic  may  accept  tenders  for  exchange  submitted  by  the  Dealer  Managers  made  in  accordance  with  che  Exchange  Offer.  If 
Bondholders  tender  Brady  Bonds  such  that  at  least  U^S500.00D,000  in  aggregate  principal  amount  of  Global  Bonds  are  issuable  bom  die 
Exchange  Offer,  die  Republic  will  have  die  option  to  requite  the  Dealer  Manages  to  tender  Brady  Bands  in  an  aggregate  original  principal 
amount  such  chat  the  Dealer  Managers  will  receive,  pursuant  to  the  refms  of  the  Exchange  Offer;  the  lesser  of  (a)  U.S.S2 50,000, OOfi  aggregate 
principal  amounc  of  Global  Bonds  and  (b)  that  amount  of  additional  Global  Bands  as  would  be  necessary  to  ensure  that  an  aggregate  of 
U.S.S 1, 000.000,000  of  Global  Bonds  be  issued  pursuant  ro  die  Global  Bond  Offering  and  tbe  Exchange  Offer. 

Procedures  foe  Offering 

A Bondholder  desiring  to  submit  a render  for  exchange  of  its  Brady  Bonds  must,  ar  or  before  the  Expiration  Date,  deliver  a duly  com- 
pleted letter  of  transmittal  ro  the  Exchange  Agent.  Any  letter  of  transmittal  with  respect  to  Brady  Bonds  held  at  Euroclear  System  ("Euroclcar"; 
or  Cede!  Bonk,  sacM  atmtyme  ("Cedelbank")  must  be  completed  by  the  direct  participant  in  Eurodear  or  Cedclbank  through  which  die  Brady 
Bonds  are  held,  in  the  case  of  Brady  Bonds  not  held  ar  Eurodear  or  Cedelbank,  a Bondholder  wishing  to  submit  a tender  for  exchange  must 
either  (a)  fist  arrange  ro  hove  che  Brady  Bonds  held  or  Eurodear  ot  Cedelbank  or  (b)  coaoct  the  Information  Agent  concerning  ocher  accept- 
able procedures  for  tendering  and  delivering  Brady  Bonds.  In  addition,  cbe  direct  participant  in  Eurodear  or  Cedelbank  completing  cbe  letter 
of  transmittal  mure  deliver  to  Eurodear  or  Cedelbank,  as  the  esse  may  be.  Bond  Instructions  (as  defined  in  the  Exchange  Offer  materials).  In  no 
event  should  letters  of  transmittal  be  transmitted  to  the  Information  Agent,  the  Dealer  Managers.  Banco  Central  do  Brasil,  any 
ocher  agency  of  the  Republic  or  Euroclear  or  Cedelbank. 

Term  of  Exchange  Offer;  Termination;  Amendment 

Tbe  Exchange  Offer  will  expire  ac  3:00  RAC,  New  York  Gey  time,  on  Apnl  23,  1999,  unless  extended  by  che  Republic  in  its  sole 
discretion  or  earlier  tennioored  (such  date  and  time,  as  so  eroded,  the  "Expiration  Dare").  The  Republic  may  in  its  sole  discretion  terminate 
the  Exchange  Offer  (including  with  respect  to  renders  for  exchange  submitted  prior  ro  che  time  of  such  termination),  extend  it  past  the  origi- 
nally scheduled  Expiration  Dare  ot  amend  ic  from  time  ro  rime  in  any  fashion,  at  any  time  before  tbe  Republic  announces  the  acceptance  of  any 
tenders  for  exchange,  by  press  release  issued  ro  Bloomberg  News,  the  Dow  Jones  News  Service  and  the  Reurets  News  Service  (collectively,  the 
"News  Services’). 

Publication 

Ac  cbe  end  of  each  Trading  Day  from  cbe  dote  of  che  Prospectus  Supplement  through  tbe  Expiration  Daze,  information  about  tbe 
Exchange  Offer  (including  an  updated  hypothetical  example  of  che  Brady  Bond  Purchase  Prices,  che  Global  Bond  Exchange  Price  and  the 
Brady  Bond  Exchange  Ratios)  will  be  displayed  on  Telerare  pages  58876  and  58377. 

Not  larer  chan  5:00  PM.,  New  York  Cicy  time,  oo  the  Trading  Day  immediately  preceding  the  Expiration  Dote,  or  as  sooo  thaeafter  as 
practicable,  the  Republic  will  announce,  by  press  release  issued  ro  the  News  Services,  die  Global  Bond  interest  rate,  the  Global  Bond  Spread 
and  each  Brady  Bond  Spread  Differential.  And,  not  larer  than  6:00  P.M.,  New  York  Cicy  rime,  on  rhe  Expiration  Date,  or  os  soon  thereafter  as 
practicable,  the  Republic  will  announce,  by  press  release  issued  ro  the  News  Services,  whether  any  Brady  Bonds  have  been  accepted  for 
exchange,  and.  if  so,  la)  die  Global  Bood  Exchange  Price  and  Exchange  Yield,  (b)  each  Brady  Bond  Purchase  Price  and  Purchase  Yield,  (c)  each 
Brady  Bond  Exchange  Ratio  and  Id)  the  UST  Benchmark  Rate  and  che  Par  Swap  Curve  as  of  the  Expiration  Dace. 

Not  tirer  dun  9:00  A.M.,  New  York  City  time,  oo  the  first  Trading  Day  after  tbe  Expimrioo  Date,  or  os  soon  thereafter  as  practicable, 
the  Republic  will  announce,  by  press  release  issued  ro  che  News  Services,  die  results  of  the  Exchange  Offer.  Tbe  results  will  also  be  published  in 
the  Laxesskurger  Wert. 

Settlement 

The  "Settlement  Dare*  for  tbe  Exchange  Offer  will  be  che  fifth  Trading  Day  following  the  Expiration  Dote  (oc,  if  such  Trading  Day  is 
not  a Business  Day,  tbe  next  succeeding  Trading  Day  which  is  a Business  Day).  As  used  herein,  "Business  Day'  "»»»"*  any  day  on  which 
Eurodear,  Cedelbank,  che  fiscal  agent  for  tbe  Global  Bonds,  the  Exchange  Agent  and  commercial  banks  in  cbe  Scare  of  New  York  are  all  open 
for  business;  and  "Trading  Day'  means  a day  ocher  than  a Saturday,  a Sunday  or  a day  on  which  the  New  York  Stock  Exchange  is  not  open  for 
trading. 

Neither  the  Republic  nor  the  Dealer  Managers  make  any  recommendation  that  Bondholders  offer  to  exchange  Brady  Bonds 
for  Global  Bonds  or  refrain  from  offering  to  do  so  pursuant  ro  the  Exchange  Offer,  and  no  one  has  been  authorized  by  the  Republic 
or  the  Dealer  Managers  to  make  any  such  recommendation.  Bondholders  must  ™lw  their  own  decisions  as  to  whether  ro  exchange 
Brady  Bonds  for  Global  Bonds  pursuant  to  the  Exchange  Offer,  and,  if  so,  tbe  principal  amount  of  Brody  Bonds  ro  offer  to 
exchange. 

Bondholders  may  contact  (a)  che  Exchange  Agent  for  assistance  in  completing  and  delivering  letters  of  transmittal,  (b)  either  Dealer 
Manager  for  answen  co  questions  concerning  the  terms  of  the  Exchange  Offer  and  (c)  tbe  Information  Agent  or  richer  Dealer  Manager  for 
additional  copies  of  the  Exchange  Offer  materials,  in  each  cbk  at  the  telephone  numbers  below. 

Facsimile  copies  of  letters  of  transmittal  will  be  accepted.  Letters  of  transmirraJ  and  any  communkanotts  related  thereto  should  be  sent 
or  delivered  to  the  Exchange  Agent  ac  the  address  set  forth  below. 

Approximately  90  ISINs  are  assigned  to  tbe  IDU  Bonds,  a list  of  which  is  provided  in  tbe  Prospectus  Supplement. 

The  Infurmetm  Appet  far  tbe  Excbouge  Offer  tr. 

ChaseMellon  Shareholder  Services 

do  Chase  Business  Services 
Oases!  de  Bournemouth 
Dorset,  England  BH7  7DB 
Telephone:  44-1202-345-277 
Inside  tbe  Ui:  Toll-Free  80M31-967I 

The  Exchange  Agent  fir  tbe  ExAtngt  Offer  ir. 

Citibank,  N.A. 

P.O.  Box  18055 
5 Canndire  Street 
Loodon,  England  EC4Y  OPA 

Attention:  Global  Agency  and  Trust  Services,  Reference:  Brazil  Initiation 
facsimile:  44-171 .508-3894 
Telephone;  44-171-508-38% 

Tbe  Dealer  Mxnzypn  for  tbe  Exebaage  Offer  xm 


Salomon  Smith  Barney 

390  Greenwich  Street 
New  York,  New  York  10015 
Inside  the  US.-.  Toll-Free  800-558-3745 
Outside  tbe  U^  Call  Collect  (212)  723-6106 
Attention:  Liability  Management  Group 


Morgan  Stanley  Dean  Witter 

1585  Broadway 
New  York,  New  York  10046 
inside  the  Ui:  Toll-Free  877-693-7733 
Outside  the  U-5.  Coll  Collect  (212j  761-1652 
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FINANCIAL  SERVICES  CITIGROUP  OUTSTRIPS  RESULTS  OF  BANKAMERICA 

Big  banks’  fortunes 


. ''ST^lF  4 T^'T-% 


Hugh  McColt  mergor  benefits  soon  to  show  through 


Meanwhile,  revenues  at 
Citigroup  rose;  by  IS  per  cant 
compared  with  the  combined 
companies  a year  earlier,  to 
S14.5bn,  than  kg  mainly  to 


■and.' . enhanced ' revenue 
opportunities*  to  boOstearn- 
ingsin.coming  quarters*  . 
: At  attgnAK/caxistinier 
: businesses  wereboostedSya 
TS^per  cent  increase  in  prof: 
its.  .from.  North  -American 
■ credit 

from  the  acquisition.-  > 
large  portfolio  .from  ATM1;, 
last  year.  Its  total  revenues 
-rose  by  4^  per  ceotr  On^the: 
back  of  a 48  per  cent  growth 
lri  receivables  .ta969bm_.:..-  ‘ 
Citibanking,  -the.  compa- 
ny's branch  network,  saw  a 
200  per  cent  increase  in 
income  to  $75m,  driven  both 

by  a 12  per  cent  reduction  in 
fixed  expenses  and  revenue 
growth  of  7 per  cent  ^ . 

- Beyond  the  consumer  busi- 
nesses, tha  bank  benefited 
from  a sharp  rebound  at  its 
Salomon  Smith.  Barney 
investment  brokerage,  which 


By  John  Authors  hi  New  York 


Citigroup  and  BankAmerica, 
the  two  largest  US  banks, 
yesterday  produced  dramat- 
ically contrasting  results  for 
the  first  quarter. 

Both  were  formed  by 
“mega- mergers"  announced 
last  April  and  completed  in 
October  (Citicorp  merged 
with  Travelers,  and  Nations- 
Bank merged  with  Bank- 
America). During  the  first 
quarter  they  both  benefited 
from  healthy  conditions  for 
banks  in  the  US  and  from 
the  rebound  in  global  capital 
markets.  Both  produced 
earnings  ahead  of  expecta- 
tions and  saw  their  shares 
rise  more  than  3 per  cent  in 
early  trading. 

But  the  two  banks'  share 
price  performance  for  the 
year  to  date  is  more  reveal- 
ing. Citigroup's  share  price 
has  gained  about  52  per  cent 
while  BankAmerica’s  has 
risen  26  per  cent. 

This  reflects  the  differing 
strategies  the  two  companies 
are  taking  in  integrating 
their  mergers. 

BankAmerica,  true  to  tbe 
aggressive  cost-cutting  style 
of  Hugh  McColl.  its  chief 
executive  and  the  former 
head  of  NationsBank,  man- 
aged a sharp  reduction  in 
costs,  but  this  was  combined 
- against  the  trend  for  US 
banking  - with  a decline  in 
revenue. 

Net  interest  income,  from 
loans  and  deposits,  was 
roughly  static  at  $4.65bn. 


while  non-interest  income, 
from  such  activities  as 
Investment  banking  and 
fund  management,  fell  8 per 
cent  to  $3 .22 bn. 

Total  non-interest  expense 
fell  by  more  than  5 per  cent 
to  S4.45bn,  thanks  in  part  to 
cost  savings  from  acquisi- 
tions NationsBank  carried 
out  before  the  merger  with 
BankAmerica,  while  expense 
on  personnel  dropped  by 
more  than  4 per  emit.  Tbe 
efficiency  ratio,  expressing 
non-interest  expenses  as  a 
proportion  of  total  revenues, 
fell  over  the  year  from  57.72 
to  5&5B  per  cent 

As  a result,  operating  prof- 
its. excluding  merger 
charges,  slipped  slightly 
from  $1.973bn  in  the  first 
quarter  last  year,  to 
$lJ14bn. 


global  consumer  operations. 
Profits,  excluding  charges, 
rose  12  per  cent  to  $2.42bn. 

Thomas  Hanley,  banking 
analyst  at  Warburg  Dillon 
Read,  said:  "The  comparison 
Is  there  and  it’s  a dramatic 
one.  If  you  are  too  heavy- 
handed  in  terms  of  the 


quality.  That’s  the  key 
paint.” 

Mr  McColl  said  the  merger 
transition  was  “on  track”. 


suffered  more  than  most 
Wall  Street  firms  during  last 
year's  Russian  financial  erf- ; 
sis.  Its  «»«»m<ngs  far  the.  quar- 
ter reached  S648m,  a 46-per- 
cent increase  over  the  first., 
quarter  of  last  year,  on  the 
back  of  revenues  which- 
increased  from  S2.9bnL  to 
$3Jbn. 


per  cent,  while  expenses  rose  ; 
5 per  cent  as  the  company 
attempted  to  expand.  Credit 
write-offs  increased  signifi- 
cantly over  the  year,  by- 


expense-cutting,  it’s  going  to 
be  ultimately  done  at  the 
expense  of  revenue  genera- 
tion and  perhaps  even  credit 


Emerging-  markets  income 
increased  22  per  cent  from  , 
the  first  quarter  of  last  year, 
to  yen  m:  Revenues  rose  18 


and  added  that  he  expected  $S3m  to  $nsm,  mostly  due  tn 
the  benefits  of  Tower  costs'  problems  in  Asia. 


DTT  to  integrate  firms 
into  global  structure 


By  Jim  Kelly, 

Accountancy  Correspondent 

Deloitte  Toucbe  Tohmatsu, 
the  global  Big  Five  firm,  has 
announced  plans  to  Inte- 
grate financially  its  national 
firms  into  a single  organisa- 
tion covering  90  per  cent  of 
its  S9bn  revenues  within  two 
to  three  years. 

The  firm,  which  stood 
aside  from  the  bout  of  mega- 
mergers in  the  sector  in 
1997-98,  will  immediately 
start  aligning  the  individual 
firms'  rules  and  procedures 
under  a new  global  manage- 
ment team. 

Jim  Copeland,  chief  execu- 
tive of  the  US  firm,  has  been 
confirmed  as  global  chief 
executive  after  a vote  of 
senior  partners  meeting  in 
London,  representing  10,000 
partners  and  82,000  staff 
worldwide  in  130  countries. 

“To  keep  pace  with  clients 
we  must  become  even  more 
flexible,  nimble,  responsive 
- and  global,"  he  said. 


By  Edward  AMen  In  Toronto 

Teck  Corporation,  the 
Canadian  gold  and  copper 
producer,  said  yesterday  it 
would  go  to  the  Canadian 
capital  markets  witb  a 
C$125m  (US$84m>  convert- 
ible debenture,  the  first  big 
placement  by  a Canadian 
minerals  company  since  met- 
als prices  were  hit  by  the 
Asian  financial  crisis  in  1997. 

The  offering  will  he 
backed  by  shares  in  Com- 
tnco,  the  Canadian  copper 
producer  in  which  Teck 
owns  a 39  per  cent  share. 

The  debenture  will  be 
exchangeable  Tor  Cominco 
shares  or,  at  Teck's  option, 
cash  equivalent  or  an  equiv- 
alent value  of  Teck  subordi- 
nate voting  shares. 

The  interest  rate  on  the 
debenture  will  be  2 per  cent 
above  the  Cominco  dividend 


All  of  DTT's  Big  Five 
rivals  have  made  moves 
towards  global  integration, 
with  Arthur  Andersen  and 
PwC  being  seen  as  leaders. 
Ernst  & Young  anti  KPMG 
have  also  announced  plans 
to  integrate. 

DTT  sees  its  two-stage 
reforms  as  more  pragmatic 
and  long-lasting. 

Ed  Kangas.  who  steps 
down  as  global  chief  execu- 
tive after  more  than  a 
decade  but  continues  as 
chairman  of  the  board,  said 
getting  the  individual  firms 
aligned  would  lead  to  genu- 
ine integration  and  avoid  the 
“dogfights”  which  have  hit 
rivals. 

DTT  is  likely  to  base  its 
integration  on  the  highly 
successful  globalisation  of 
its  separate  consulting  prac- 
tice which  saw  a 40  per  cent 
rise  in  revenues  in  1998.  “It 
has  worked  brilliantly  and 
we  believe  we  can  follow  in 
their  footsteps." 

Mr  Copeland  comes  to  the 


rate,  or  3.28  per  cent  cur- 
rently. The  private  place- 
ment is  being  underwritten 
by  TD  Securities  and  Grif- 
fiths McBurney  & Partners. 

Canadian  mining  compa- 
nies have  generally  been 
unable  to  raise  funds 
through  corporate  debt  or 
new  equity  issues  because  of 
two  years  of  weak  earnings 
and  low  share  prices.  But 
most  have  also  been  paring 
operating  expenses  in  an 
effort  to  position  themselves 
for  a rebound  in  metals 
prices. 

Analysts  said  that  the 
placement  was  evidence  of  a 
strengthening  market  for 
cyclical  stocks  such  as  min- 
ing and  metals  issues. 

'This  is  the  first  company 
where  we've  seen  this 
happen  but  we’re  going 
to  see  more,"  said  John 
Lydall,  analyst  with 


office  on  the  back  of  out- 
standing results  from  DTT 
which  saw  revenues  rise  by 
22  per  cent  in  1998.  The  firm 
is  fourth  in  the  global  reve- 
nue league  above  Arthur 
Andersen.  Profits  are  not 
disclosed. 

While  he  said  he  hoped 
organic  growth  would  con- 
tinue, he  did  not  rule  out  the 
kind  of  poaching  of  rival 
practices  being  pursued  by 
Arthur  Andersen. 

“Certainly,  if  there  were 
opportunities  that  popped  up 
we  would  consider  them,"  he 
said. 

In  the  long  term,  Mr  Cope- 
land said  that  if  regulators 
had  serious  concerns  about 
auditor  independence  within 
the  Big  Five  then  DTT  could 
again  build  on  Its  experience 
with  consulting  to  create  a 
separate  but  linked  audit 
arm. 

“If  it’s  required  then 
Deloitte  & Touche  Consult- 
ing is  a good  model."  he 
said. 


First  Marathon  Securities. 

The  convertible  debenture 
structure  is  particularly 
attractive  because  the  com- 
pany in  effect  monetises  a 
portion  of  its  assets,  allow- 
ing it  to  raise  money  without 
assuming  any  additional 
debt  load  beyond  a modest 
interest  payment. 

Teck’s  stake  in  Cominco  is 
looking  increasingly  attrac- 
tive after  Cominco  reported 
stronger  than  expected 
results  in  the  fourth  quarter 
last  year. 

Teck  announced  yesterday 
it  would  purchase  an  addi- 
tional Im  Cominco  shares 
through  private  transactions 
and  would  seek  to  acquire 
another  500.000. 

If  Teck  buys  more  than  Im 
shares,  the  underwriters  of 
tbe  deal  will  have  the  option 
to  purchase  up  to  an  addi- 
tional C$25m  in  debentures. 


AUCS 
may  be 
sold  to 
Infonet 

By  Alai  Cam  bi  London 

AT  & T-  Unisource 
Communications  Services, 
the  European  telecommuni- 
cations group  owned  jointly 
by  US  carrier  AT&T  and 
European  alliance  Uni-, 
source,  is  likely  to  be  sold  to 
Infonet  Services  Corpora- 
tion, an  international  carrier 
based  in  California. . 

No  financial  details  have 
been  disclosed  but  the  two 
groups  have  signed  a memo- 
randum of  understanding 
and  completion  is  expected 
in  the  third  quarter. 

Due  diligence  has  to  be 
completed  and  regulatory 
matters  have  to  be  resolved. 
The  sale  has  been  prompted 
by  AT&T’s  decision  to  with- 
draw from  the  WorldPart- 
ners  Alliance,  which  it  led, 
in  order  to  form  a partner- 
ship with  British  Telecom- 
munications. 

AT&T’s  withdrawal 
prompted  a change  of  strat- 
egy at  Unisource  whose  own- 
ers - KPN  of  The  Nether- 
lands, Telia  of  Sweden  and 
Swisscom  - decided  late  last 
year  to  seek  a financial  part- 
ner to  take  a majority  stake 
in  the  business-  It  is  under- 
stood that  Unisource  has 
found  a partner  which  will 
be  named  after  the  comple- 
tion of  due  diligence.  ' 

The  acquisition  of  AUCS 
by  Infonet  would  create  a 
global  voice  and  data  carrier 
capable  of  delivering  com- 
munications services  to 
more  than  50  per  cent  of  the 
world’s  leading  enterprises. 
It  would  be  a competitor  of 
Equant,  the  carrier  based  on 
the  airline’s  international 
network  and,  eventually,  of 
the  global  network  being 
established  by  AT&T  and 
BT. 

The  picture  is  complicated 
by  the  fact  that  Infonet  is 
owned  by  the  three  owners 
of  Unisource  together  with 
Telefdnica  of  Spain.  Telstra 
of  Australia  and  KDD  of 
Japan.  Separately,  KDD  and 
Singapore  Telecoms  have 
announced  plans  to  collabo- 
rate on  a shared  network. 


Teck  to  raise  C$125m 
via  convertible  debenture 


Amerada  in  offshore  Brazil  move 


By  John  Barftare  hi  Sao  Paulo 

Amerada  Hess,  the  US 
energy  group,  yesterday 
began  exploring  for  oil  and 
gas  in  the  deep  waters  off 
Brazil's  coast,  making  it  the 
first  foreign  company  to 
enter  the  country's  principal 
offshore  oil-producing 
basins. 

It  signed  a deal  in  Febru- 
ary with  PetrobrAs,  the 
national  oil  company,  to 
explore  two  blocks  in  the  off- 
shore Santos  and  Campos 
basins  for  three  years  on  a 
joint  venture  basis  with 
Petrobras  and  two  other  pri- 
vate sector  partners. 

Rex  Gaisford,  Amerada 
Hess  executive  vice  presi- 
dent for  the  western  hemi- 
sphere, said:  “We  hope  to 
find  one  or  more  fields  and 
each  one  would  have  rough 


[development]  costs  of 

$l-5bn." 

Petrobras  has  signed  joint 
ventures  with  other  foreign 
companies  to  explore  or 
develop  other  oil  and  gas 
producing  regions  but  had 
kept  the  Campos  and  Santos 
basins  off-limits. 

The  Campos  basin,  off  the 
coast  of  Rio  de  Janeiro,  now 
produces  70  per  cent  of  Bra- 
zil's daily  oil  production  of 
Ibn  barrels  a day.  The  San- 
tos basin,  off  the  coast  of  SAo 
Paulo  state,  is  less  explored 
and  produces  gas. 

PetxobrAs,  an  international 
specialist  in  deep-water  oil 
production,  has  invested 
$2obn  in  the  Campos  basin 
since  1973.  which  has 
reserves  of  i3Jbn  barrels  of 
oil  equivalent  at  water 

depths  of  3.500m. 

Mr  Gaisford  said  foreign 


companies  with  greater 
financial  resources  could 
eventually  find  enough  oil  to 
make  the  country  self-suffi- 
cient. “The  prospecting 
opportunities  in  Brazil  were 
never  really  understood 
because  it  was  a closed  envi- 
ronment [until)  it  was 
opened  [to  foreign  invest- 
ment] and  we  were  among 
the  first  people  to  start 
looking  at  it" 

He  believes  Brazil  would 
attract  investments  of  $5bn- 
JlObn  over  five  years  if  oil  is 
found  in  commercial  quanti- 
ties. 

Petrobras  plans  to  invest 
KJ22bn  ($L38bn)  this  year  to 
raise  oil  production  20  per 
cent  to  L2bn  bpd.  increasing 
to  I-5hn  bpd  in  2000.  How- 
ever. analysts  doubt  It  will 
be  able  sharply  to  increase 
production  alone,  forcing  it 


to  rely  more  on  joint  venture 
agreements  or  return  to  the 
government  areas  it  ciflimuti 
for  prospecting  during  the 
industry’s  liberalisation  pro- 
cess. 

Petrobras  lost  its  constitu- 
tional monopoly  in  1995  and 
the  government  plans  to 
reduce  its  holding  to  61  per 
cent  this  year  by  selling  a 30 
per  cent  stake  on  local  and 
international  markets. 

Mr  Gaisford  said  Amer- 
ada’s  talks  with  Petrobras 
and  the  government  lasted 
three  years.  He  added  he  was 
still  holding  <mt  for  improve- 
ments in  the  contract 

Amerada  wants;  the  three- 
year  exploration  period  to  be 
extended;  wants  the  tax 
regime  to  be  altered;  and 
wants  the  right  to  export 
any  oil  it  finds  to  be  formal- 
ised in  a contract. 
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NEWS  DIGES^^^^™ 

AUTOMOTIVE  PARTS 

Dana  Corporation  lifted 
15%  by  firm  US  demand 


MOTOR  INDUSTRY 


GM,  Toyota  in  ‘clean  car’  deal 

General  Motors  and  Toyota  have  signed  a five-year  agree- 
ment jointly  to  develop  new  propulsion  systems  for  cars  of 
the  future.  The  agreement,  which  covers  dozens  of 
advanced  vehicle  projects  including  fuel  cell  cars,  “could 
define  the  future  of  the  automobile ”,  said  Harry  Pearce, 
GM’s  vice-chairman,  in  Detroit  after  signing  the  deal  with 
Toyota's  research  and  development  director,  Akfhiro 
Wada. 

Several  hundred  engineers  will  be  committed  to  the  joint 
development  projects,  which  will  include  all-electric  “city” 
cars  and  “hybrids"  - vehicles  using  petrol  or  diesel 
engines  in  tandem  with  electric  motors.  The  collaboration 
between  GM,the  world's  biggest  vehicle  maker,  and 
Toyota,  Japan's  largest,  comes  less  than  two  months  after 
rival  DaimterChrysEer  unveiled  an  environmentally  dean  fuel 
celt  car  based  on  the  Mercedes-Benz  A-Ctass,  which  co- 
chairman  Juergen  Schrempp  said  would  enter  commercial 
production  In  2004.  John  Griffiths,  London 


ELECTRONICS 


Rockwell  beats  forecasts 


Shares  in  Rockwell  rose  by  $2£  to  $51%,  after  the  elec- 
tronic controls  and  communications  group  beat  analysts' 
expectations  with  a 17  per  cent  increase  in  second-quarter 
profits,  to  $143m,  with  earnings  per  share  up  23  per  cent 
to  74  cents.  Forecasts  had  averaged  70  cents  a share. 
Rockwell  said  the  automation  division's  sales  had  been 
weaker,  because  of  problems  in  Brazil  and  lower  sales  in 
the  motor  business,  but  operating  profits  were  still  up  from 
$147m  to  $163m.  The  avionics/communications  side  saw 
sales  rise  14  per  cent,  and  operating  earnings  58  per  cent, 
to  $123m.  • 

Adding  to  the  market  cheer  was  Rockwell's  forecast  that 
it  was  on  track  to  meet  an  eamings-per-share  target  of 
$2.30- $3.00  for  the  full  year,  arid  expected  “to  be  near  the 
high  end  of  that  range*.  Nikld  Tait 


MERGERS 


KPMG  Canada  chief  quits 


Spencer  Lanthler,  the  chairman  of  KPMG  Canada  who 
negotiated  a deal  with  rival  Big  Five  firm  Arthur  Andersen 
for  a controversial  merger,  has  stepped  down  from  his 
post  following  the  partners'  decision  to  scupper  the  agree- 
ment and  accept  terms  offered  by  KPMG  International. 

Also  stepping  down  is  D.  Hugh  Besseli,  deputy  chairman. 

Mr  Lanthler,  58,  was  widely  criticised  for  agreeing  terms 
with  Arthur  Andersen  and  falling  to  keep  partners 
informed.  He  will  be  replaced  by  William  MacKinnon  as 
interim  chairman  to  "oversee  the  continued  revitalisation  of; 
KPMG  Canada's  relationship  as  a full  member  of  the  „ 
KPMG  International  organisation’’.  White  KPMG  Interna^  . 
tional  said  there  would  be  “no  reprisals*  after  the  failed 
merger,  ft  had  become  clear  that  Mr  Lanthier’s  position 
was  under  threat  A statement  said  both  men  were  leaving 
because  of  a combination  of  factors  inducting  “personal  . _ . 
reasons”.  Jim  Kefly. 


NETWORK  SECURITY 


Check  Point  income  up  30% 


Check  Point  Software  Technologies-,  the  Israeli  network 
security  group,  said  yesterday  that  strong  growth  from  all 
products  and  geographical  regions  helped  to  boost  net 
Income  30  per  cent  In  its  first  quarter.  Net  income  jumped 
from  $ 15.1m,  or  39  cents  a share,  to  $19.7m,  or  49  cents. 
Revenues  climbed  37  per  cent  to  $43.7m  over  the  same 
period.  In  early  trading  on  Nasdaq,  Check  Point  shares 
jumped  more  than  8.5  per  cent  to  $34. 

This  was  a good  solid  quarter,”  said  Eric  Zimtts,  analyst 
at  Hambrecht  & Qulst,  the  US  investment  bank.  "Check 
point  executed  well  where  a lot  of  companies  have  stum- 
bled, and  this  Is  probably  a good  opportunity  for  them  to 
continue  expanding  market  share."  Check  Point  Is  the 
world  leader  In  network  security  products. 

Avi  Machlis,  Jerusalem 


H warning: 

the  reinsurers 
are  coming  55 

Sfak!  January  1999 


Market  Intelligence  from 


The  wortfg 

risk  maneg^nert.iHW*2** 


, rrrfiihlv  covered®  Of  industry  developments 
to-  undarstend  «nd 

.VeaMono***  • commod 

• CHKrtr **  -mm****. 


Samp*,  ftp*™*  +4*  (OJ171  48* 9«3/4/5 
Fax:+*,(0>171  3302230  ffijHj 


COMPANIES  & FINANCE:  THE  AMERICAS 


BellSouth  to  buy  10%  Qwest  stake  for  $3.5bn 


By  fficfcari)  Waters  in  New  York 


tSSS^S^  S*1  0303  Cation,  the 

from  84  to  97  cenhs  °„(«h  . Earnin9S  per  share  were  up 

5 per  cent  to  S34*^ overa11  increasing  by  nearly 
boSd  rSIi  °r,4bn; 1716  news  came  as  Dana atid  its 
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lumped  sharply,  by  $4*  to  $51%.  on  the  combined  news.  - 

in  ttabfeS?  American  operations  had  remained 

recent  E^ropean  business  had  benefited  from 

of  thesSS?  and.performance  improvement.  In  spite 
St  economic  conditions.  Dana  also  joined  the 

I®Portin9  some  advance  in  Asia 

^SiarPa(i!ric  has  shown  s«ne  recent  improve- 
ment. said  Joe  Maglmchetti,  chief  executive. 

rt,Ih^*COfn^ny  saw  a sharP  improvement  in  margins  in 
tne  aftermarket  business,  to  around  10  per  cent,  and  its 
overall  operating  margin  was  up  from  8 to  8.3  per  cent 
Nikki  Tait,  Chicago 


BellSouth,  thelargest  carrier 
to  have  avoided  the  merger 

scramble  in  the'US  telecom- 
munications industry,  yes- 
. terday  unveiled  a fcLSbn 
investment  aimed  at  plug- 
ging the  gaps  caused  by  its 
independent  strategy.  - 
The  Atlanta-based  com- 
pany announced  an  agree- 
ment to  buy  10  per  cent  of 
Qwest,  a fast-growing  carrier 
dose  to  completing  the  con- 


struction of  a national  US 
fibre-optic  network. 

If  successful,  the  alliance 
will  give  BellSouth,  the  local 
carrier  which  dominates  the 
south-east,  a way  of  selling 
long  distance  and  high  speed 
data  services,  particularly  to 
large  business  customers  in 
its  home  region. 

The  company’s  absence 
from  mergers  has  led  to 
speculation  on  Wall  Street 
that  it  would  eventually  try 
to  buy  a long-distance  car- 


rier outright,  with  Sprint, 
the  third-largest,  the  most 
likely  candidate. 

Yesterday’s  agreement 
with  Qwest  appeared  to 
make  such  an  acquisition 
unlikely.  Sprint's  shares  con- 
tinued to  fall  from  their 
recent  highs  yesterday 
morning,  despite  a report  in 
Germany  that  Deutsche 
Telekom,  which  owns  10  per 
cent  of  the  US  company,  was 
in  negotiations  over  an 
acquisition.  One  person  close 


to  Sprint  poured  cold  water 
on  that  report  yesterday. 

Under  their  agreement, 
BellSouth  could  double  its 
stake  in  Qwest  to  20  per  cent 
and  name  one  of  its  11  direc- 
tors. Neither  move  is 
allowed  by  US  regulators, 
however,  unto  the  company 
has  won  approval  to  offer 
long-distance  services  in 
each  of  the  states  in  which  it 
operates,  a process  that  is 
likely  to  take  some  time. 

While  rivals  such  as  MCI 


WorldCom  have  pursued 
mergers  to -extend  their  net- 
works to  all  the  world's 
main  business  centres,  Bell- 
South has  stood  aloof. 
“We’ve  always  believed  that 
you  can  create  an  alliance 
where  you  don’t  have  to  own 
everything  - the  globe  is  a 
big  place,"  said  Duane  Ack- 
erman, chairman. 

BellSouth  is  to  pay  $94.50  a 
share  for  37m  shares  in 
Qwest,  a 15  per  cent  pre- 
mium to  Us  closing  price  at 


the  end  of  last  week.  Philip 
Anschutz,  the  oilman  behind 
the  Qwest  start-up,  will 
receive  $1.57bn,  cutting  his 
stake  to  39  per  cent. 

The  deal  does  not  rule  out 
an  eventual  takeover  of 
Qwest,  either  by  BellSouth 
or  another  company,  said 
Joe  Nacchio,  chief  executive 
of  the  Denver-based  carrier. 
The  limit  on  BellSouth's 
holding  disappears  if  Qwest 
receives  an  offer  from 
another  company. 


Pfeiffer  becomes  a victim  of  his  own  success 


By  Louse  Ketx» 
bi  San  Francisco  and 
Paul  Taylor  In  London 


In  any  other  industry,  a 
chief  executive  who 
Increased  sales  tenfold  in 
less  thqn  a dpfaiifr  might  rea- 
sonably expect  to  win  admi- 
ration, if  not  plaudits. 

But  for  Eckhard  Pfeiffer, 
former  Compaq  chief  execu- 
tive who  was  forced  to 
resign  over  the  weekend, 
along  with  Earl  Mason,  chief 
financial  officer,  the  reality 
is  somewhat  different 

Compaq’s  revenues  have 
grown  from  $&3tm  in  1991 
when  Mr  Pfeiffer  took  over 
as  chief  executive,  to  $3lbn 
last  year  as  the  Houston- 
based  group  rode  the  IT 
spending  wave,  hi  the  pro- 
cess Compaq  overtook  Inter- 
national Business  Machines 
to  become  the  world’s  larg- 
est personal  computer  manu- 
facturer. 

More  recently,  under  Mr 
Pfeiffer's  close  direction, 
Compaq  aimed  to  become  a 
broad  global  computer  group 
following  the  acquisitions  of 
Tandem  Computers  and  Dig- 
ital Equipment  - both 
within  the  past  18  months. 

Ultimately,  it  was  Wall 
Street's  loss  of  confidence  in 
Compaq's  senior  manage- 
ment after  the  company 
issued  a shock  profits  warn- 
ing 10  days  ago  that  led  to 
the  boardroom  coup.  But  the 
seeds  of  Mr  Pfeiffer’s  down- 
fall may  actually  have  been 
sown  in  his  own  success. 

Mr  Pfeiffer  knows  the  PC 
j sales  business  very  well. 
Indeed,  when  he  was  packed 
by  Ben  Rosen.  Compaq 
chairman,  to  become  chief 
executive,  the  company  was 
floundering  in  the  US.  hit  by 


competition  from  manufac- 
turers of  low-cost  •‘clone’* 
PCs.  Yet  in  Europe,  where 
Mr  Pfeiffer  was  in  charge, 
Compaq  was  thriving. 

Within  a year  of  taking  the 
top  job,  Mr  Pfeiffer  had  put 
his  experiences  in  Europe  to 
good  use.  In  June  1992  he 
made  the  crucial  decision  to 
go  after  market  share  by 
slashing  prices  on  existing 
systems  and  introducing  a 
new  line  of  low-cost  PCs. 

The  strategy  paid  off. 
Although  the  move  marked 
the  beginning  of  an  era  of 
PC  price  wars,  Compaq 
gained  market  share  and  cut 
costs  enabling  it  to  outflank 
rivals  such  as  IBM.  Digital 
and  Hewlett-Packard. 

However,  Compaq  soon 
faced  fierce  new  competition 
from  Dell  Computer  which 
pioneered  a "direct  sales” 
approach  in  the  PC  market, 
selling  computers  via  tele- 
phone sales  agents  and  later 
via  the  internet  Despite  the 
cost  advantages  of  direct 
sales,  Mr  Pfeiffer  was  reluc- 
tant to  abandon  the  thou- 
sands of  third-party  resellers 
on  whom  Compaq  had 
always  relied. 

Recently,  Compaq  adopted 
a modified  direct-sales  model 
hi  which  it  generated  orders 
for  PCs  via  its  web  site  but 
fed  those  orders  to  resellers 
for  fulfilment  The  plan  was 
"too  little,  too  late",  critics 
charged. 

Compaq's  indirect  sales 
model  has  made  it  difficult 
for  the  company  to  compete 
with  Dell,  and  other  direct 
sellers,  on  costs. 

Another  drawback,  which 
emerged  a year  ago.  was  that 
without  a direct  link  to  end- 
users,  Compaq  could  not 
accurately  forecast  demand.  _ 


Depressed  farm 
sector  hits  Case 


By  NHdti  Taft  in  Chicago 


' Low  commodity  prices  and 
depressed  conditions  in  the 
farm  sector  worldwide 
caused  Case,  one  of  the  hig- 
gest  US  suppliers  of  farm 
and  construction  equipment, 
to  fan  into  the  red  during 
the  first  quarter  of  1999. 

The  Wisconsin-based 
group  reported  a $48m  loss, 
. with  sales  down  13  per  cent 
at  £L2bn.  A year  ago,  Case's 
first-quarter  profit  was  $68m. 

Case  remained  cautious 
about  the  outlook  for  the 
rest  of  1999.  It  continued  to 
expect,  worldwide  sales  of 
farm  equipment  to  be  down 
by  8-10  per  cent  with  the 
Important  Latin  American 
market  slumping  by  about 
10-15  per  cent. 

In  construction.  Case  pre- 
dicted stable  demand  in 
North  America,  with  some 
benefit  from  infrastructure 
spending  generated  by  the 
US  Highway  BUI,  but  a mod- 
est decline  in  Europe.  Asia- 
pacific  might  stabilise,  but 
the  Latin  American  outlook 
had  “dampened  considera- 
bly” due  to  Brazil’s  prob- 
lems. 

Nevertheless  - as  with 


Caterpillar  last  week  - 
Case's  results  were  still  sig- 
nificantly better  than  many 
analysts  had  believed. 
According  to  the  First  Call 
research  firm,  forecasts  for 
Case  were  about  85  cents  a 
share  loss,  against  the  68 
cents  actually  posted.  Case 
shares,  which  bad  already 
benefited  from  Improved 
sentiment  towards  cyclical 
stocks,  rose  to  <34%. 

Case  said  that  the  Brazil 
problems  alone  bad  dented 
earnings  by  about  $15m,  or 
16  cents  a share.  Retail  sales, 
In  unit  terms,  of  farm  equip- 
ment fell  by  14  per  cent  in 
the  quarter,  while  wholesale 
sales  slumped  by  SO  per  cent, 
as  the  company  cut  back 
production  and  pushed  out 
less  machinery  to  dealers. 
Case  estimated  that  global 
production  of  agricultural 
equipment  fell  by  about  35 
per  cent,  year-on-year,  in  the 
first  quarter. 

In  construction,  revenues 
were  4 per  cent  higher,  with 
the  solid  position  in  North 
America  failing  to  offset 
problems  elsewhere.  Sales  in 
Latin  America  were  46  per 
emit  lower,  and  Europe  saw 
a “modest"  decline. 
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833641%.  Interest  payable 
on  May  5,.  1999  will 


on  May  5,.  1999  will  J 
amount  to  VS  54148  per 
US.  51.000  Note. 

U5L  Bank  Trust  Nation- 
al Association,  as  paying 
agent  will  make  payment 
cn  such  date  to  the  person 
at whose  name  the  Series  E 
Notes  are  registered  at  foe 
end  6L the  fifteenth. day 
(the  "Record  Date")  next 
preceding  fee  May  5, 1999 
interest  payment  date. 
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© ftnrtwjuarter  1998  sales  and 
revenues  outperform  mariet 
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© Pfeiffw  masts  toi-quarter  1 999 
earnings  setback  would  have  no 
impact  on  Compaq's  Internet  plans 
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Rosen  - the  chief  with  his  finger  on  the  pulse 


As  a former  financial  analyst,  turned  venture 
capitalist,  Benjamin  Rosen  knows  who  calls 
the  shots  when  companies  deliver 
unwelcome  surprises  - Wall  Street 

Neither  has  the  65-year-old  financier 
shirked  his  responsibilities  as  chairman  of 
Compaq,  a role  he  has  held  since  1983. 

Last  weekend,  he  presided  over  the 
boardroom  coup  which  led  to  the 
resignation  of  Eckhand  Pfeiffer.  Eight  years 
ago  rt  was  Mr  Rosen  who  installed  him,  after 
removing  founder  Rod  Can  (on  as  chief 
executive  because  of  growing 
disappointment  over  the  group's  PC  sales. 

However,  in  recent  years  he  has  kept  a 
low  profile,  despite  sitting  on  the  boards  of 
several  technology  start-ups  he  has  helped 
to  fund  and  being  vice-chairman  of  the 
board  of  trustees  at  the  prestigious 


California  Institute  of  Technology. 

As  a managing  partner  of  the  Sevin  Rosen 
venture  capital  group,  he  helped  found 
numerous  other  high-tech  companies 
including  Lotus  Development,  now  part  of 
IBM.  Currently,  he  is  engaged  in  the 
formation  of  a new  internet  search  and 
query  service  called  “Ask  Jeeves”.  However, 
the  veteran  industry  executive  said  he  was 
happy  to  be  returning  to  the  front  line. 

Later  this  week  he  will  face  shareholders 
at  Compaq's  annual  meeting  in  Houston.  As 
the  owner  of  5.45m  Compaq  shares,  he  will 
no  doubt  share  their  concerns  that  the  stock 
is  trading  near  its  52-week  low. 

Perhaps  the  key  question  how ever.  Is 
whether  any  new  chief  executive  will  be 
willing  to  work  under  a chairman  who 
already  has  two  notches  on  his  belt 


This  was  highlighted  early 
last  year  when  Compaq 
shocked  the  industry  by  dis- 
closing that  it  had  a huge 
Inventory  overhang,  which 
took  six  months  to  dissipate. 

Mr  Rosen,  while  praising 
Mr  Pfeiffer's  achievements 


over  the  past  seven  years, 
said  the  company’s  perfor- 
mance had  suffered  as  a 
result  of  slow  decision-mak- 
ing. The  biggest  decision  fac- 
ing Mr  Pfeiffer's  successor 
may  be  how  to  unravel  the 
company’s  complex  distribu- 


tion systems  so  that  it  can 
compete  more  adroitly  with 
direct  PC  sellers. 

But  Compaq  is  also  in 
catch-up  mode  in  the  elec- 
tronic business  arena.  Per- 
haps distracted  by  the  com- 
plex task  of  integrating 


a Compaq  conference  call 
with  analysts  yesterday. 
Responding,  Mr  Rosen  said 
that  Compaq  had  a uniquq 
breadth  of  technologies  and 
products  for  e-business,  but 
had  so  far  failed  to  take  full 
advantage  of  these  assets. 

Tbe  roots  of  Compaq's 
recent  problems  may  lie  in 
its  ambitious  expansion, 
through  acquisitions; 
Despite  repeated  reassur- 
ances from  both  Mr  Pfeiffer 
and  Mr  Rosen,  there  is  a 
widespread  industry  percep- 
tion that  the  integration  of 
Digital,  in  particular.  Is 
proving  much  more  complex 
than  Compaq  envisaged. 

Ironically,  having  “enthu- 
siastically and  unanimously 
endorsed”  Mr  Pfeiffer's 
expansion  strategy,  Com- 
paq's board  of  directors 
determined  over  the  week- 
end that  “new  leadership" 
was  now  needed  to  manage 
the  increasingly  complex 
business  created  by  these 
acquisitions.  For  Mr  Pfeiffer, 
it  must  seem  that  sometimes 
you  just  cannot  win. 
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AAPT  rejects 
hostile  bid  by 
C&W  Optus 


By  Gmm  Rabfcaon  fa  Sydney 

A AFT.  Australia's  third 
largest  telecommunications 
company,  yesterday  rejected 
a hostile  takeover  bid  by  its 
larger  rival.  Cable  and  Wire- 
less Optus  as  “inadequate 
and  naive*. 

C&W  Optus,  which  is  52.8 
per  cent  owned  by  Cable  and  miura 


Wireless  of  the  I’K.  listed 
last  year.  The  company 
announced  last  Friday  it 
would  offer  A$5  a share  for 
AAPT.  valuing  the  company 
at  AS1.49bn  fUSSSMm). 

AAPT  said  several  of  its 
largest  institutional  share- 
holders had  confirmed  they 
would  not  accept  CWO’s 
offer  (rice.  Lee  Casey,  chair- 
man, said  he  was 
“astounded”  by  the  “naiv- 
ety” of  the  offer. 

“This  opportunistic  $5  bid 
substantially  undervalues 
the  company’s  shares:  it 
ignores  its  growth  potential 
and  doesn’t  include  any  pre- 
mium for  control ...  We  are 
confident  the  proposed  offer 
will  not  be  successful  at  the 
current  offer  price.” 

The  board  had  advised 
shareholders  to  take  no 
action  pending  receipt  of 
CWO’s  formal  offer  docu- 
ments. 

The  offer  would  also 
require  regulatory  approval 
from  the  Australian  Compe- 
tition and  Consumer  Com- 
mission, the  government’s 


antitrust  watchdog,  among 
other  regulators,  Mr  Casey 
said.  ! . 

Analysts  fast  night  said 
CWQ  would  have  to  raise  Its 
offer  for  the  bid  to  be  consul 
ered  seriously. 

But  CWO  insisted  that  its 
offer  was  fairly  priced,  pro- 
viding a 13.9  per  cent  pre- 
to  AAPT’s  average 


share  price,  this  year  and 
valuing  the  company  at  24 
times  pre-tax  earnings,  com 
pared  with  a sector  average 
of  14.5  times.  AAPT’s  shares 
yesterdav  jumped  9 per  cent 
to  A$5.45. 

On  Friday,  CWO  had 
acquired  a strategic  10.6  per 
cent  stake  in  AAPT  at  AJ4.85 
a share,  from  Singapore 
Telecommunications,  which 
confirmed  it  had  cut  Its 
AAPT  stake  to  2.6  per  cent 
from  17.6  per  cent  for  a total 
of  AS217-3m. 

Chris  Anderson.  CWO 
chief  executive,  said  CWO 
and  AAPT  were  “highly 
complementary”  and  should 
be  able  to  offer  very  competi- 
tive prices  locally  and  inter- 
nationally. 

CWO.  with  a market  capi- 
talisation of  more  than 
A$13ba.  is  Australia’s  second 
largest  telecoms  company. 
AAPT  was  founded  by  Aus- 
tralia's domestic  news 
agency,  AAP  Communica- 
tions. whose  main  sharehold- 
ers are  John  Fairfax  Hold- 
ings and  News  Carp. 


COMPANIES  & FINANCE:  ASIA-PACIFIC 


Indonesian  groups  aim  to  tie  up  restructuring 


Leading  Companies,  including  Bakrie  antf 
Astra,  look  for  creditor  approval  of  debt; 
rescheduling,  writes  Sander  Thoenes 


.Indonesian  <Mit 
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restructure# 


Corporate  restructuring 
Is  about  to  come  to- a 
head  in  Indonesia.  After 
months  of  negotiations  and 
speculation,  the  country’s 
leading  companies  are  hop- 
ing to  gain  approval  for  their 
restructuring  plans  and  to 
cement  debt  rescheduling 
over  the  next  few  weeks. 

Bakrie  & Brothers,  the 
diversified  conglomerate, 
bopes  to  become  the  first 
large  Indonesian  company  to 
obtain  creditor  approval 
today  for  a restructuring  of 
Sl.iSbn  in  debt.  It  will  be  fol- 
lowed by  Astra  Interna- 
tional, the  car  maker,  whidi 
puts  its  proposal  to  a vote 
later  this  month. 

A third  deal  is  a reschedul- 
ing of  $4O0m  of  the  S832m 
owed  by  Chandra  Asri,  the 
petrochemical  company  par- 
tially owned  by  Marubeni  of  - 
Japan.  Creditors  haw  agreed 
to  a six-month  rescheduling 
but  hope  to  approve  a three- 
year  suspension  of  principal 
payments  before  the  next 
payment,  due  late  August 


• : Bakrie  says  it  would.  a$k 
its  creditors  to  swap  the  .Hill- 
debt  for  equity,  offering  80 
per  cent  of  a holding  com- 
party  that  will  hold  five  of 
the  least  troubled  subsid- 
iaries. plus  20  pm-  cent  of  the 
remainder  of  Bakrie  & 
Brothers. 

Astra  hopes  to  reschedule 
SI  bn  and  Rpl.OOObn 
(Si  15.6m)  in  debts,  divided  In 
three  tranches  with  maturi- 
ties of  three  to  seven-and-a- 
h«lf  years. 

The  portion  with  the  lon- 
gest maturity  would  come 
with  detachable  warrants  for 
10  per  cent  of  Astra’s  shares, 
and  be  tendered  to  creditors 
first. 

“Im  hopeful  they’ll  both 
get  done,”  said  one  executive 
of  a western  bank  negotia- 
ting with  Astra  and  Bakrie. 
“They  would  be  the  first  big 
ones  to  get  done.  Hopefully 
they  would  set  a trend." 

Many  bankers  believe  Bak- 
rie will  get  a deal  first. 
“Astra  is  In  much  better 
shape  ♦ban  Bakrie,”  said  pry? 
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European  debt  trader.  “But 
Bakrie  really  has  the  banks 
over  the  barrel.  There  is  so 
much  Bakrie  debt  out 
there." 

But  Bakrie  may  ran  info 
difficulties  with  bankers 
who  complain  that  the  pro- 
posal offers  little  informa- 
tion on  the  value  of  the  sub- 
sidiaries. 

The  new'  holding  company 
would  iochwfe  Bakrie  Suma- 


tra, the  profitable  plantation 
company,  as  well  as  Bakrie 
Communications.  Bakrie 
Kasei,  Bakrie  Aruthmin  and 
Bakrie  Electronics. 

Some  creditors  say.  they 
have  persuaded' Bakrie  to 
include  a larger  portion  of 
shares  in  Bakrie  Sumatra 
and  still  hope  to  Include 
Bakrie  Pipe,  which  makes 
pipes  for  the  oil  industry. 

Astra’s  creditors,  - mean- 


while, may  yet  bold.dut  for 
more  as.  they  believe  the 
company  bias  understated,  its 
revenues  from,  the  plantation 
• subsidiary  Astra  Agro  Les- 
tart  But  several  lenders, 

- including  the  Japanese,  who 
had  objected  to  the  original 
proposal  offering  less  inter- 
est payment  and  set  aside 
finds  for  buying  bade  bonds 
from  smaller  creditors,  said 
they  had . been  persuaded 
when  Astra  sweetened,  its 
offer  for  a second  time. 

“What  Is  needed  is  to  get 
enough  bankers  on  board  to 
pressure  the  others."  a west- 
ern. banker  said.  “If  they 
don’t  co-operate  we  can  do  a 
’pre-packaged  bankruptcy," 
he  said,  referring  to  a new 
clause  in  the  bankruptcy  law 
that  allows  debtors  to  apply 
for.  suspension  of  payment. 
A simple  .majority  of  credi- 
tors holding  two-thirds  of 
the  debt  can  vote  ona  debt 
restructuring  plan  that  a 
judge  can  declare  binding  cm 
all  creditors. 

On  paper,  debt  restructur- 
ing offers  relief  to  the  com- 
panies. While  it  could  mend- 
relations  with  banks,  it  . is 
unlikely  to  TnaVa  much  dif- 
ference to  cashflow  in  prac- 


Wi 


hile  Astra  and  Bakrie 
could  be  models  for 
other  restructuring 
deals,  several  bankers  would 
rather  not  see  this  happen. 
Both  deals  highlight  that 
creditors  are  more  willing  to 
take  a hit  than  they  would 
care  to  admit  in  public. 

Japanese  banks,  in  partic- 
ular, prefer,  the  kind  of 
rescheduling  arranged  for 
Chandra  Asri,  which  will 
stay  current  on  interest  pay- 
ments at  least  to  its  foreign 
-lenders.  It  may  defer  part  of 
the  interest  payment  to  Indo- 
nesian state  banks  in  return 
for  shares  in  the  company. 


Daewoo  to  cut  debts 
with  shipbuilding  sale 


By  John  Barton  h Seoul 


Additional  Interest  Statement 

Disney  Enterprises,  Inc. 

(formerly  The  Walt  Disney  Company)* 

. US.  $400,000,000 
Senior  Participating  Notes  Due  1999 
IT]  Stmiannoal  Statement  Dated:  April  20, 1999 

for  die  period  from  September  l,  19987  to  February  28. 1999 
lifae  “Period") 
f i iimmi  statemoa 

Pawn  u>  the  khu  of  the  above-referenced  Notes,  ibis  Additional 
Interest  Statement  (the  "Suemeta")  is  bang  furnished  to  HoMcts  of  inch 
Nates  of  Disney  Enterprises.  Inc.  (formerly  The  Wah  Disney  Company)  (the 
‘Company’*).  Ctpuafcod  terms  used  m this  Statement  have  the  nfraatngs 
ascribed  to  them  in  the  Notes  and  the  Fatal  Agency  Agreement,  dated  at  of 
October  1.  1992.  between  the  Company  and  Citibank.  NJV.  as  Fiscal  Agent. 
Principal  Paying  Agent.  Transfer  Agent  and  Registrar.  The  infonaatioa  con- 
tained m this  Statement  is  given  for  both  the  period  covered  by  dns  Sutetncm 
1 indicated  by  the  box  cficrked  abovrj  and  tor  (he  period  Irani  October  20. 
1992.  the  date  of  issuance  of  the  Notes  (the  *1ane  Date"),  through  the  end  of 
the  Period  coveted  by  this  Bateman. 

If  Has  is  an  Annual  Statement,  (his  Statement  is  also  accompanied  by  a 
descriptive  repert  dtscnssatg  the  tensity  and  stuns  of  ECgflrfe  Films.  Copies 
of  such  descriptive  report  can  be  obtained  by  Holders  of  the  Notes  upon 
reqaesi  » the  fiscal  Agent  a the  fatiamag  address  and  telephone  number 
Citibank,  NJt.  Ill  Wall  Street.  5th  Floor.  Me*  York.  New  York  10043; 
Altenhoo:  Global  Agency  A Tray  Services:  telephone.-  (212;  657-7403.  If 

Bus  statement  is  jo  Annul  Statement,  it  is  also  accompanied  by  a Supplemen- 
tal Audit  Repan  of  ibo  Company' s independent  public  accountants  In  this 
Statement,  references  to  “S"  are  to  United  States  dodan. 

I.  NM«tfBgrafiha«icftjdteiiitenifttta 

arum forat  h iwnifBiwDttiiimiahraftfrtral 

MA  IbBiMsWOrnnasCaitr  Myft*fnsndSBadi 

TtnCorratvyCUt  FaHwHood 

Tha  Manus  cuts*  Rra>  TtwJoyLudiChjO 

fcxbnSarenar  UonaytarNoffmg 

GuftyasSn  Cool  flump 

Ufa  Mh  May  TbreaMste 

WMsUMGCtToDoWOR  Safer  Act  2 
Samis*  Cater  Say 

HoosPooh  taiVte 

MarSUmt 


Daewoo,  South  Korea's 
second  largest  chaebol,  or 
conglomerate,  is  selling  one 
of  its  most  profitable  busi- 
nesses, the  shipbuilding  divi- 
sion of  Daewoo  Heavy  Indus- 
tries. as  it  struggles  to  halve 
its  debt  of  Won60.000bn 
($49tm). 

However,  the  proposed 
sale  of  the  shipbuilding  divi- 
sion to  Mitsui  and  other  Jap- 
anese shipbuilders  for  an 
estimated  WonS.QOObn  comes 
as  ship  orders  weaken  due  to 
a cyclical  downturn  in  the 
industry  and  has  raised  con- 
cerns whether  Daewoo  will 
be  able  to  meet  its  target  of 
selling  Wanfl.i40bn  in  assets 
this  year. 

While  Daewoo  is  also  put- 
ting profitable  units  on  the 
block  - it  is  hoping  to  sell 
two  Hilton  hotels  in  Seoul 
and  the  resort  town  of 
Kyungju  for  Woa300btL  Dae- 
woo Telecom  and  shares  in 
other  telecom  companies  for 
WonGOOhn,  and  a 40  per  cent 
stake  in  a leading  insurer, 
Kyobo  Life  Insurance  - 
questions  remain  whether 
the  asset  sales  wSl  be  large 
enough  to  solve  Daewoo's 
debt  problems. 

Analysts  believe  its  debts 
may  be  higher  than  stated 
since  some  borrowings  by 
Daewoo's  nearly  600  over- 


seas businesses  might  not  be 
included  In  the  group's  con- 
solidated accounts. 

This  could  prove  to  be  an 
obstacle  to  the  asset  sales 
since  buyers  might  be  cau- 
tious about  hidden  overseas 
debts,  which  has  been  one 
factor  delaying  the  swap  of 
Daewoo  Electronics  for  Sam- 
sung Motors,  according  to 
Kun  Hun-soo.  research  head 
at  Merrill  Lynch  in  Seoul. 

Nonetheless,  government 
officials  yesterday  gave  a 
cautious  welcome  to  Dae- 
woo's proposals.  The 
restructuring  plan  “outlined  > 
the  direction  it  has  to  take. 
It  is  very  possible  for.  Dae- 
woo to  complete"  it  said  Lee 
Hun-jai.  the  chairman  of  the 
Financial  Supervisory  Com- 
mission, which  is  In  chaige 
or  chaste/  reform. 

Similar  restructuring 
efforts  offered  by  Hyundai 
yesterday  received  a more 
sceptical  reaction  since  there 
were  few  details. 

Hyundai  said  it  would  con- 
centrate on  five  business  sec- 
tors. including  cars,  con- 
struction, electronics, 
chemicals  and  finnndgi  ser- 
vices, and  reduce  the  num- 
ber of  subsidiaries  to  20  from 
49. 

It  projected  asset  sales  of 
Won4,000bn  would  include 
eight  affiliates  of  the  Kia 
Motor  group,,  which  it 


recently  acquired,  ft  also 
plans  to  raise  WaniOfiOOtm 
through  rights  issues  and  at 
least  WonS.OOObn  through 
equity  and  asset  sales  to  for- 
eign investors. 

But  the  announcement  fol- 
lows recent  comments  by 
the  president  of  Hyundai 
Motor,  who  admitted  that 
Korea’s  largest  carmaker 
was  having  difficulty  in 
attracting  foreign  invest- 
ment to  help  finance  its 
takeover  of  insolvent  Kia. 

The  group’s  financial  prob- 
lems have  been  a stumbling 
block  in  its  negotiations  to 
acquire  LG  Semicon  under  a 
state-proposed  merger  to  cut 
overcapacity  in  the  monory 
chip  sector. 

Hyundai  has  been  offering 
a much  lower  acquisition 
price  than  demanded’  by  LG 
and  a meeting  yesterday 
between  the  Hyundai  and 
LG  chairmen  failed  to 
resolve  the  issue.  Hyundai  is 
offering  an  initial  payment 
of  Wonl.OOObn  for  LG  Semi- 
con  plus  a share  in  earnings 
up  to  Woni.000bn  for  the 
new  chipmaker  over  the 
next  three  years  against  an 
asking  price  of  WonS^OObn 
by  LG. 

. LG  said  the  profit-sharing 
scheme  might,  be  worth 
nothing  if  the  chipmaker 
performed  poorly  under 
Hyundai's  management 


Dasa  aims  for 
$lbn  in  Japan 


By  MfcMyo  Nafcsmoto  fa  Tokyo 


DaimlerChrysler  Aerospace 
(Dasa)  is  aiming  to  Increase 
sales  in  Japan  over  the  next 
faradr?  to  about  $2  bn  from 
YiSbn  (5127m). , 

“We  expect  a further 
increase  in  turnover,  mainly 
due  to  the  success  of  Air- 
bus," said  Stefan  Weingart- 
ner.  president  of  Daimler- 
Chrysler Aerospace  Japan. 
“We  are  convinced  that  com- 
pared to  our  worldwide  turn- 
over and  [considering]  the 
size  of  the  Japanese  econ- 
omy, we  have  much  more 
opportunities  here  in 
Japan.” 

Dasa's  ambitions  in  Japan 
are  in  line  with  the  Daimler- 
Chrysler group's  goal  to 
increase  turnover  in  the 
Asian  markets  from  13  per. 
cent  of  overall  turnover  to 
between  20  and  25  per  cent 

Mr  Weingartner  empha- 
sised that  alliances  with  Jap- 
anese companies  would  be 
critical  in  achieving  Dasa’s 
goal  of  increasing  sales  in 


"In  order  to  achieve  this 
goal  we  want  to  strengthen 
and  expand  partnerships.” 
he  said. 

Although  the  Japanese 
aerospace  industry  may  not 
be  ready  for  western-style 
mergers  and  acquisitions  yet 
and  is  likely  to  see  consoli- 


dation among  Japanese 
companies  first,  “we  cer- 
tainly do  not  exclude  acqui- 
sitions” as  a means  to 
Increase  sales  in  Japan,  he 
added. 

The  company's  sales  total 
around  YZSbn,  of  which  the 
bulk  comes  from  sales  by 
Airbus,  in  which  Dasa  has  a 
37 3 per  cent  stake. 

Airbus  has  substantial 
potential  to  increase  sales  in 
Japan,  where  its  market 
share  is  only  15  to  20  per 
cent,  against  a worldwide 
share  of  about  50  per  cent, 
Mr  Weingartner  said. 

While  part  of  the  problem 
stemmed  from  Airbus’s  lack 
of  a high-capacity  aircraft, 
which  is  widely  used  in 
Japan,  political  influence  “is 
also  an  issue”,  he  said. 

- ..-Airbus  is- hlso  looking  to- 
in crease  co-operation  with 
Japanese  partners,  particu- 
larly by  seeking  Japanese 
participation  in  its  current 
and  new  programmes. 

In  the  defence  market. 
Dasa  lags  its  US  competitors 
in  the  Japanese  market  for 
historical  reasons. 

But  the  Japanese  defence 
procurement  market  is  likely 
to  become  much  more  open 


PAL 
directors 
meet  amid 
confusion 

By  Tony  Tassefl  in  Manila 


to  competitive  bidding  as 
result  of  the  Defence  Agen- 
cy's need  to  buy  the  best 
products  for  the  best  price, 
Dasa  believes. 


USA  funds  raise  Japanese  exposure 
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US  mutual  funds  have 
sharply  increased  their  expo- 
sure to  the  Japanese  equity 
market  in  recent  weeks  by 
purchasing  large  volumes  of 
small  company  shares. 

Data  collected  by  AMG 
Data  Sendees,  a US  research 
company,  show  that  net  pur- 
chases of  Japanese  equity  in 
the  second  week  of  April 
surged  to  S26EL9m,  five  times 
the  levels  seen  in  the  previ- 
ous three  weeks. 

This  Is  sharply  higher 
than  the  pattern  seen  over 
the  past  year,  when  US 
mutual  funds  were  either 
selling  Japanese  equity,  or 
buying  less  than  $30bn  a 
week.  It  is  also  the  highest 
figure  seen  In  the  past  three 
years. 


Analysts  said  activity  by 
US  mutual  funds  repre- 
sented only  a fairly  small 
proportion  of  the  total  pur- 
chases by  foreign  Investors, 
which  has  recently  been  on 
a rising  trend. 

Between  April  3 and  April 
9,  the  most  recent  period  for 
which  data  ia  available,  for- 
eign investors  spent  Y362bn 
«3bn). 

However,  since  the  US 
mutual  fund  data  are  unusu- 
ally timely,  and  have  often 
been  a good  guide  to  broader 
trends  in  the  past,  they  are 
closely  watched  by  tire  mar- 
kets. 

Jonathan  ADum.  strategist 
at  ING  Barings  said;  “The 
Interesting  thing  about  these 
figures  Is  that  we  have  seen 
net  outflows  from  Europe, 
but  net  inflows  Into  Asia  - I 


think  there  is  a trend.” 

The  data  provide  one  of 
the  first  concrete  signs  of 
the  degree  to  which  foreign 
investment  fends  have  been 
pouring  into  the  over-the- 
counter  - or  small  compa- 
nies - market 

The  figures  collected  by 
AMG  showed  that  more  than 
90  per  cent  of  the  US  mutual 
fond  money  Invested  in  the 
second  week  of  April  in 
Japan  was  placed  in  funds 
with  a bias  towards  small 

companies. 

This  sudden  foreign  inter- 
est has  already  had  a sharp 
impact  on  the  OTC  market 
which  has  startled  many 
economists  by  doubling  to 
value  In  the  past  six  months, 
mairing  it  one  of  the  best 
performing  small  company 
sectors  is  the  world. 
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The  Nikkei  225,  the  key 
stock  market  indicator,  by 
contrast,  has  risen  only  28 
per  cent  In  this  period. 

This  surge  could  reflect 
the  feet  that  the  OTC  market 


has  fallen  faster  and  further 
than  the  Nikkei  in  recent 
years,  since  it  is  less  prone 
to  political  manipulation. 

However,  it  may  point  to  a 
broader  economic  trend.  In 
particular,  foreign  investors 
hope  that  OTC  stocks  will  be 
better  placed  to  take  advan- 
tage of  Japan's  economic 
reforms  than  the  large  com- 
panies, since  most  smaller 
companies  are  more  entre- 
preneurial and  less  weighed 
down  by  the  country's  corpo- 
rate tradition. 

Bill  Wilder,  head  of  Fidel- 
ity, the  US  mutual  fund 
group  in  Japan  said:  “The 
OTC  market  has  done 
extremely  well  in  the  last 
year  - our  own  small  compa- 
nies fond  Is  up  75  per  cent 
over  tiie  last  year.  That  is 
attracting  people." 


The  outlook  for  the  ailing 
Philippine  Airlines  became 
further  clouded  yesterday  by 
the  continuing  drama  over 
control  of  the  national  flag 
carrier. 

Lucio  Tan,  the  airline's 
majority  shareholder,  called 
a special  board  meeting  of 
PAL  directors  yesterday 
amid  mounting  speculation 
over  a power  struggle 
between  tire  FTlipino-Chinese 
tycoon  and  a new  manage- 
ment advisory  team 
recruited  from  Cathay 
Pacific. 

Local  press  reports 
suggested  the  meeting  was 
-called  to  ease  the  five-man 
advisory  team  away  from 
control  of  the  airline. 

At r the  meeting  Mr  Tan 
pledged  to  put  together  a 
group  of  undisclosed  inves- 
tors to  provide  a $200m  cash 
injection  for  PAL,  which  is 
faring  a $2.2bn  debt  burden, 
as  part  of  its  revival  plan.  He 
offered  to  place  SI 00m  of  the 
cash  immediately  in  an 
escrow  account,  subject  to 
undisclosed  conditions. 

He  also  said  he  had 
resumed  the  position  of  chief 
executive  of  the  airline  - a 
role  he  relinquished  in  Janu- 
ary to  gain  the  support  of 
creditors  for  the  revival 
plan.  Mr  Tan  would  uow 
devote  his  “full  attentions 
and  efforts”  to  the  airline’s 
rehabilitation,  said  PAL. 

It  is  not  clear  where  this 
leaves  the  management  advi- 
sory team  or  Luis  Juan  Vir- 
ata, the  acting  chief  execu- 
tive. Peter  Foster,  head  of 
the  advisory  team,  said  he 
had  not  been  notified  of  any 
changes  in  management. 

On  the  rift  between  Mr 
Tan  and  PAL's  advisers. 
Joseph  Estrada,  the  Philip- 
pine president,  said:  “If  there 
are  rifts,  we  don't  want  any- 
thing that  will  be  disadvan- 
tageous to  the  operations  of 
PAL.  But  I think  they  will  be 
resolved  if  there  are  any. 

Mr  Tan . . . was  the  one 
who  entered  into  the  agree- 
ment with  the  management 
team.  If  he  feels  that  there  is 
a violation  of  the  agreement, 
then  It  is  within  his  preroga- 
tive to  terminate  [the  agree- 
ment],” he  said. 
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tice.  Neither  Astra  nor  Bak- 
rie havebeeu  paying.  Interest 
or  principal. 

They  need  loans  to  survive 
in  the  long  run  although 
bankers  say  it. will  take  sev- 
eral years,  before  banks  will 
resume  lending,  particularly 
the  Japanese,  which  Astra 
has  relied  on. 

Bakrie,  may  have  a much 

harder  time  persuading  any- 
one to  laid  again  as  it  bor 
rowed  for  too  much  and 
repaid  in  assets  that,  debt 
traders  say.  will  return  15 
cents  to  the  dollar  at  best. 
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On  the  eve  of  the  Millennium,  De  Beers,  one  of  the 
world’s  oldest  and  largest  mining  companies,  can  ■ 
look,  back  on  more  than  100  years  of  growth  and 
achievement  during  which  it  secured  the  stability 
of  the  industry  and  a remarkable  expansion  of 
diamond  demand  throughout  the  world. 


For  the  diamond  industry  the  past  year  was  one  of 
the  most  difficult  in  recent  memory,  as  a result  of 
the  lingering  recession  in  Japan  and  global 
economic  uncertainty.  De  Beers’  response  was  to 
cur  . sales  by  28  percent  to  US$3,345  million  to  ease 
the  pressure  on  the  pipeline  where  stocks  of  rough 
and  polished  weie  reduced  by  US$1  billion.  This 
remedial  action,  which  showed  again  why 
De  Beers  remains  central  to  the  health  of  the 
industry,  carried  a short  term  cost  to  the  company: 
a 40  percent  drop  in  De  Beers’  own.  earnings;  a 
US$377  million  increase  in  De  Beers'  diamond 
stocks  and  a 22  percent  dividend  cut.  ; 


By  the  year’s  end  De  Beersv  restraint  was  rewarded 
by  an  improvement  in  the  market.  The  decline  in- 
retail sales  in  japan  and  the  Far  East- had  been 
partially,  offset  by  vigorous  United  States  demand 


as  well  as  growth  in  the  European  market,  and  the 
New  Year  has  also  brought  signs  of  firming 
demand  in  the  Far  East. 


On  the  cusp  of  a new:  century  De  Beers  is 
fashioning  a strategy  to  enable  it  to  respond 
creatively  to  future  challenges.  It  will  be  guided  by 
its,  core  principles:,  its.  commitment  to  South-  Africa 
arid  to  its  partners  in  Southern  Africa;  its  Striving 
for  stability  in 'the  diamond  industry  for 
the  benefit  of  all.  its  stakeholders;  and 
its  determination  to  remain  in  all  respects  the 
World's  leading  diamond  company. : ' 


. On  the  supply  side,  the  three-year  extension  of  the 
Russian  sales  contract  with  De  Beers  and  the 
agreement  with  BHP  to  market  35  percent  of  the 
run- of- mine  production  from  the  new  Canadian 
mine,  Ekari,  were  welcomed  by  the  diamond 
industry.  Despite  the  growing  number  of  new 
entrants  attracted  to  diamond  mining  by  the 
stability  afforded  by  single  channel  marketing,  the 
De  Beers  Group  in  South  Africa,  Botswana  and 
Namibia  continues  to  produce  nearly  50  percent  by 
value  of  the  world's  gem  diamonds.  This,  together 
with  its  ownership  of  the  most  advanced  diamond 
technology  anywhere,  will  guarantee  its  continued 
dominance  in  a more  competitive  environment. 


In  positioning  itself  for  the  future  as  an 
independent,  dedicated  and  integrated  company 
under  its  own  management  ream.  De  Beers  took  a 
major  step  with  its  operational  separation  from 
Anglo  American  Corporation  and  the  move  to  a 
new  corporate  headquarters  at  Crown  Mines, 
Johannesburg.  This  global  centre  of  excellence  is 
now  a matter  of  pride  for  South  Africa  and  a 
showcase  for  the  knowledge  and  technical 
expertise  which  has  given  De  Beers 
its  .leadership  position  in  the  world-wide 
diamond  industry. 


A R60  million  training  programme  to  expand  and 
develop  its:  South  African  skills  base  is  one  of  the 
• ways  De  Beers  will  secure  the.  future  of  diamond 
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mining  in  the  country  in  which  the  modern 
diamond  industry  was  born.  Other  initiatives 
include  a series  of  imaginative  projects  to  extend 
the  life  and  employment  of  its  older  mines  well 
into  the  next  century  and  a willingness  to  invest  in 
small  mines  and  joint  ventures  as  a means  to 
expand  black  ownership  and  operational 
involvement  in  the  industry.  De  Beers  Group 
operations  in  Southern  Africa  include  some  of  the 
lowest  cost  mines  in  the  world.  The  expansion 
project  to  double  Orapa's  capacity,  and  the 
completion  at  Jwaneng  of  the  most  automated 
sorting  and  recovery  facility  in  the  world  will 
maintain  this  competitive  advantage. 


As  the  world  prepares  to  commemorate  the 
Millennium.  De  Beers  will  announce  several 
projects  to  promote  the  diamond  as  the  ideal 
Millennium  gift.  One  of  these,  using  De  Beers’ 
own  unique  branding  process,  will  be  a limited 
edition  of  top  quality,  individually  branded  and 
numbered  De  Beers  Millennium  diamonds. 
De  Beers.  like  millions  of  diamond  consumers 
around  the  world,  knows  thar.  Millennia  come  and 
go,  but  a diamond  is  forever. 


The  full  Chairman's  Statement  and  the  Annual 
Reports  of  De  Beers  Consolidated  Mines  and  De  Beers 
Centenary  for  the  pear  ended  31st  December  1998  have  been 
posted  to  registered  shareholders.  Copies  map  be  obtained  by 
writing  to  the  London  Secretaries  at  the  address  below.  The 
Chairman’s  Statement  may  also  be  accessed  on  the 
Internet  at  http://www.edatd.co.za 


GjqjoHfr-rd  jflntf  titrated  Qaaorparated  athemr’b1^  rfSouih  Africa).  London  Office  SChaTcihoBBc  Street.  tnndnn  BON  6Qf.  De  Beers  Centenary  AG-  flneofporated  wrier  the  laws  of  Switzerland).  Hc&d  Office:  Langensandsirasse  Z?  CH-6000  lucerne  M,  Switterland. 
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LEISURE  PRICE  WAR  THREATENED  AS  A RESULT  OF  AIRTOURS  PROPOSED  COUNTER-BID  FOR  FIRST  CHOICE 


Thomson  will  defend  market  position 


By  Scheherazade 
Daneshkhu,  Lasura 
Industries  Correspondent 


The  prospect  of  a UK  holiday 
price  war  loomed  yesterday 
as  Thomson  Travel  Group 
warned  Airtours.  the  UK'S 
second  largest  tour  operator, 
that  it  would  defend  its  posi- 
tion as  the  UK's  largest 
package  holiday  company. 

Airtours  is  preparing  to 
mount  a hostile  counter-bid 


for  First  Choice,  the  UK  tour 
operator  that  has  agreed  a 
£l.5bn  ($2.4bn)  merger  with 
Switzerland’s  Ktioni. 

A successful  bid  would 
give  Airtours  34.  per- cent  of 
the  UK  package  holiday  mar- 
ket. against  Thomson's  27 
per  cent.  However,  Thomson 
said  yesterday:  “We  have 
been  market  leader  in  the 
UK  for  25  years  and  we  have 
no  intention  of  losing  that 
position." 


The  company  refused  to 
elaborate  but  it  is  believed 
that  Thomson  is  considering 
flooding  the  market  with 
holidays  or  launching  a 
counter-bid  for  First  Choice 
to  thwart  Airtours.  A bid  by 
either  Airtours  or  Thomson 
for  First  Choice  would 
almost  certainly  trigger  com- 
petition concerns. 

Thomson  has  in  the  past 
used  price  wars  to  maintain 
its  market  position,  most 


notably  in  the  mid-1980s 
when  it  was  challenged  by 
the  International  Leisure 
Group,  which  later  col- 
lapsed. 

However,  analysts  said 
Thomson  might  find  it 
harder  to  spark  a price  war 
- and  risk  its  profitability  - 
now  it  is  oo  longer  owned  by 
Thomson  Corporation,  the 
Canadian  publishing  group, 
after  Its  London  stock  mar- 
ket flotation  last  year. 


A price  war  could  also  see 
a return  to  the  volatile  trad- 
ing conditions  which  once 
characterised  the  package 
holiday  Industry. 

The  industry  has  been 
rebuilding  profits  by  keeping 
a tight  rein  on  supply  since 
summer  1995  when  over-sup- 
ply of  holidays  and  subse- 
quent deep  discounting  led 
to  low  margins  and  reduced 
profits. 

Thomson's  statement 


came  the  day  after  First 
Choice  also  warned  Airtours 
not  to  launch  a hostile 
counter-bid  and  risk,  destabi- 
lising the  OK  holiday  mar- 
ket 

Airtours  is  believed  to  be 
awaiting  Kuoni’s  offer  docu- 
ment. expected  later  this 
week,  before  launching  its 
counter  bid.  This  is  expected 
to  be  worth  220p-230p  a 
share,  valuing  First  Choice 
at  £744m-£778m. 


ABF  planning  £448m  pay-out 


By  John  WlBman 


Associated  British  Foods, 

the  group  that  makes  Kings- 
mill  bread,  Silver  Spoon 
sugar  and  Twinings  tea,  pro- 
poses to  return  £448m 
(S72lm)  to  shareholders 
through  a special  dividend  of 
SOp  a share. 

The  pay-out  - about  1 2 per 
cent  of  its  market  capitalisa- 
tion - represents  a change  of 
policy  for  ABF  which  had 
accumulated  a £l.5bn  cash 
pile  in  preparation  for  mak- 
ing a large  acquisition.  The 
shares  rose  lTAp  to  443‘Ap 
after  the  announcement  yes- 
terday. 

Garry  Weston,  the  reclu- 
sive chairman  and  chief 
executive  whose  family  con- 


trols the  company,  said 
prices  of  larger  listed  food 
companies  were  too  high  to 
offer  an  adequate  return  for 
shareholders.  But  with 
□early  £lbn  still  in  cash  and 
the  capacity  to  borrow 
another  £1.5bn.  ABF 
remained  able  to  pursue 
suitable  opportunities. 

“We  need  to  retain  the 
firepower  to  make  further 
significant  acquisitions,"  be 
said. 

Mr  Weston  also  announced 
his  second  son  George  would 
be  joining  the  board  as  direc- 
tor responsible  for  bread 
operations  following  the 
departure  of  David  Garman 
to  become  chief  executive  of 
another  unnamed  company. 
All  three  sons  work  in  the 


business  and  the  announce- 
ment was  seen  as  an  indica- 
tion that  George  Weston  will 
eventually  succeed  his 
father  as  chairman. 

Mr  Weston  Snr.  71,  is  to 
stand  down  as  chief  execu- 
tive on  June  1 in  favour  of 
Peter  Jackson,  head  of  the 
British  Sugar  subsidiary,  but 
intends  to  continue  as  execu- 
tive chairman. 

Withington.  the  family 
trust  which  owns  50.9  per 
cent  of  the  shares,  said  it 
would  reinvest  some  of  the 
proceeds  of  the  special  divi- 
dend In  buying  another  3 to 
4 per  cent  of  the  ABF  shares. 
This  would  enable  the  group 
to  issue  new  equity  to  pro- 
vide share  Incentive  schemes 
for  managers  without  the 


family  losing  control. 

Following  the  special  divi- 
dend, the  share  capital  will 

be  consolidated  on  tbe  basis 
of  88  new  shares  for  every 
100  existing  shares.  Credit 
Suisse  First  Boston  was 
adviser  to  ABF  on  the  spe- 
cial dividend. 

Yesterday's  announce- 
ments came  as  ABF 
announced  pre-tax  profit  for 
the  first  half  to  February  27 
of  £109m  after  a £7 4m  charge 
following  the  adoption  of  a 
new  accountancy  standard 
on  the  value  of  fixed  assets. 
Pre-tax  profit  before  the 
exceptional  charge  was 
£183m  (£193m). 

Earnings  per  share  were 
5.8p  (14.5pj  and  the  dividend 
is  held  at  455p. 


.COMMENT 
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Garry  Weston:  ready  to  make  further  acquisitions 


Coin  Beere 


Angling  to  build  a retailing  behemoth 

Peggy  Hollinger  examines  the  forces  driving  the  Asda-Kingfisher  merger 


Buried  amid  thousands  of 
bland  words  about  how 
the  merger  will  create  a 
world-scale  retailer  Is  the 
real  reason  why  Kingfisher 
and  Asda  want  to  join  forces. 
It  will  allow  Sir  Geoffrey 
Muicahy,  Kingfisher's  chief 
executive,  to  further  his 
ambition  to  dominate  global 
retailing. 

But  not  in  food  - instead, 
it  is  in  the  electricals  and 
DIY  businesses,  which  he 
has  been  expanding  interna- 
tionally at  a fierce  rate  in 
recent  years. 

“The  group  will  have  sig- 
nificantly strengthened 
financial  resources  to  match 
more  closely  those  of  the 


largest  global  competitors." 
the  companies  said,  publish- 
ing details  of  the  planned 
merger.  With  net  assets  of 
£5bn  ($8bn),  operating  cash 
flow  of  more  than  £15bn  and 
gearing  below  20  per  cent, 
the  combined  business 
would  have  the  muscle  to 
“participate  in  the  continu- 
ing consolidation  of  Europe’s 
DIY  and  electricals  mar- 
kets". 

Bringing  in  Asda's  super- 
markets as  a cash  cow  would 
strengthen  Sir  Geoffrey's 
firepower.  The  deal  puts  him 
firmly  In  tbe  driving  seat  - 
Kingfisher  shareholders 
would  control  two-thirds  of 
the  group  as  a result  of  the 


investing  in 
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all-share  deal. 

Yet  the  merger  would  also 
allay  fears  among  Asda's 
investors  that  the  number 
three  in  a mature  industry  - 
physically  restricted  by  a 
tight  planning  regime  - 
could  be  running  out  of 
steam.  Although  the  group 
announced  encouraging  like- 
for-like  sales  rises  of  4.7  per 
cent  for  the  second  half  to 
April  10,  this  growth  is  being 
generated  by  its  non-food 
offering. 

Investors  seem  to  have 
accepted  the  logic  of  a 
merger,  even  those  who  con- 
sider the  terms  of  the  deal 
somewhat  mean  from  Asda's 
point  of  view. 

“The  returns  Kingfisher 
will  make  out  of  Asda  are 
about  7.5  per  cent  in  year 
one,  after  attributing  a share 
of  the  savings  to  Asda,"  said 
one  shareholder  with  a sub- 
stantial stake  in  both  compa- 
nies. "It  just  shows  they 
could  have  paid  more  if  they 
wanted." 

Asda  and  Kingfisher  yes- 
terday set  out  the  benefits 
they  expect  to  get  from  put- 
ting the  companies  together. 
On  the  £4.5bn  of  products 
which  both  companies  sell. 


such  as  toiletries  and  toys, 
they  expect  to  make  some 
£50m  a year  in  savings. 

Combining  distribution 
networks  and  head  office 
overheads  would  save  a fur- 
ther £lOm  a year,  though 
both  businesses  insisted 
there  would  be  no  redundan- 
cies. Finally,  the  opportunity 
to  introduce  new  products  - 
such  as  Woolworth's  Chad 
Valley  toy  range  and  Com- 
et's electricals  - into  Asda 
stores,  and  vice  versa,  is 
expected  to  contribute  at 
least  a further  £40m  in 
annual  benefits. 

Together,  the  two  busi- 
nesses would  have  3.000 
stores  worldwide,  selling 
from  52m  sq  ft 

One  idea  that  has  been  dis- 
cussed is  opening  city-centre 
Asda  food  stores  in  some  old 
Woolworth  sites. 

The  logic  of  building  scale 
to  compete  in  the  same 
league  as  the  world's  biggest 
retailers  could  be  compelling 
if  the  deal  is  followed  by  a 
rash  of  pan-European  merg- 
ers. As  news  of  mergers  and 
alliances  emerged  yesterday 
from  Germany  and  France, 
it  seemed  the  argument  was 
winning  support 


Inchcape  ready 
to  offer  £530m 
cash  windfall 


By  Susanna  Voyte 


Shareholders  in  Inchcape 
yesterday  heard  that  they 
are  to  get  a £530m  ($853m} 
cash  windfall  as  the  former 
trading  company  approaches 
the  end  of  its  disposal  phase. 

The  company  said  it  was 
in  the  process  of  finalising  a 
circular  to  shareholders  with 
details  of  the  pay-out  How- 
ever, tbe  group  said  it  had 
decided  to  pay  a special  divi- 
dend of  100p  a share. 

The  pay-out  will  mark  the 
symbolic  end  to  the  restruct- 
uring of  one  of  the  oldest 
names  in  the  London  mar- 
ket. The  move  had  been 
expected.  after  the 
announcement  last  year  that 
it  would  focus  on  interna- 
tional motor  distribution. 

The  restructuring  was 
prompted  by  a feeling  that 
Inchcape 's  sprawling  struc- 
ture was  too  complicated  for 
investors  to  understand.  It 
has  sold  five  businesses,  and 
disposal  of  the  sixth  - an 
office  automation  distribu- 
tion joint  venture  in  Japan  - 


is  expected  before  the  end  of 
June.  Inchcape  has  raised 
more  than  £620m  from  the 
sales  before  tax  and  costs. 

The  company  yesterday 
said  it  expected  to  be  able  to 
send  the  circular  to  share- 
holders once  the  biggest  dis- 
posal - the  S750m  sale  of  its 
Chilean  bottling  operation  - 
was  complete. 

The  disposal,  which 
requires  shareholder 
approval,  is  subject  to  agree- 
ment of  a syndicated  loan 
facility  yet  to  be  put  in  place 
by  Embotelladora  Arica,  the 
Chilean  soft-drink  bottler 
that  is  buying  tbe  business. 
Agreement  is  expected 
before  the  end  of  the  month. 

Apart  from  the  bottling 
interests,  Philip  Cushing,  the 
chief  executive  who  will 
leave  the  group  once  the  dis- 
posals are  complete,  has  sold 
its  Russian  bottling 
operations  for  $87m,  its 
Asian  marketing  business 
for  £93m.  Inchcape  shipping 
services  for  £47.5m  and  Mid- 
dle Eastern  marketing  for 
£U6m. 
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ing  on  acquisitions.  & cool 
£L.2bn  was  stffi  sitting  in  the 
bank  -at  the  end  of  February 
- similar  to"  the  sum.-  at 
Interim  stage  Last  year.  Fall- 
ing "interest  income  and  the 
stubbornly  high  cast  of  Euro-' 
pean  acquisitions  finally 
removed  the  last  excuses  for 
keeping  so  much  money 
handy.  ABF  will,  in  any  case, 
still  be  able  to  spend  well 

over  £2bn  on  acquisitions  

after  handing  back  nearly 

£450m.  shrinking  the  equity  base  will  also  give  a little 
upward  twist  to  earnings  per  share,  just  when  large 
tranches  of  the  business  - bakery,  sugar  and  animal  feed  - 
continue  to  wallow.  The  few  growth  areas,  such  as  Primark 
In  clothes  retailing,  are  too  small  to  offset  this.  ABF’s  uphill 
struggle  is  partly  beyond  Its  control  - the  pound's  strength 
against  the  euro,  for  instance.  But  this  still  leaves  ample 
scope  Cor  Peter  Jackson,  the  new  chief  executive,  mad  chair- 
man Garry  Weston’s  son  George  to  make  their  mark. 


Kingfisher/Asda 

The  fog  has  not  cleared.  What  - other  than  a desire  for  scale 
- Is  behind  Kingfisher’s  £6.4bn  bid  for  supermarket  retail  ex 
Asda?  Kingfisher  argues  it  needs  deep  pockets  to  be  able  to 
compete  with  successful  global  retailers.  Access  to  Asda's 
chunky  cash  flows  should  certainly  increase  its  spending 
power.  Nonetheless,  it  is  not  clear  what  else  it  gets  from  the 
combination.  True,  there  are  purchasing  synergies  to  be 
obtained  from  the  £4bn  of  common  products  sold.  But 
squeezing  suppliers  is  not  a long-term  strategy.  And  it  is  , 
hard  to  see  why  manufacturers  should  agree  to  price-cuts,  j 
ginfp  the  merger  will  not  necessarily  lead  to  more  goods  J 
being  purchased.  mL  ' 

Sir  Geoffrey  Muicahy,  Kingfisher’s  chairman,  says  the  real  W- 
purchasing  benefits  will  take  longer.  These  will  come  from 
Kingfisher  offering  suppliers  a pan-European  distribution 
channel  through  its  store  chains.  That  might  be  true,  but  it 
is  not  dear  where  UK-based  Asda  fits  into  this  strategy. 

Given  the  rationale,  it  Ls  not  surprising  Kingfisher's  all- 
share  offer  is  now  worth  only  180p  - essentially  where 
Asda’s  shares  were  before  the  deal  was  announced.  If  Euro- 
pean supermarket  groups  such  as  Carrefour  have  any  -inter- 
est in  the  UK  mariiet  now  is  the  moment. 


* *\  , 


NU  at  top  end  of 
market  forecasts 


By  Christopher  Brown-H limes 


9 


Norwich  Union,  the  life 
assurer,  announced  a 32  per 
cent  rise  in  first-quarter  new 
business,  but  its  shares  fell 
on  worries  about  margins 
and  prospects  for  the  rest  of 
the  year.  The  increase  In 
business  from  £88m  to  £11 6m 
(3187m)  was  at  the  top  end  of 
expectations,  and  came  after 
UK  business  rose  29  per 
cent,  from  £5?m  to  £74m. 

But  Norwich  downplayed 
the  performance,  saying  the 
figures  were  flattered  by  a 
poor  first  quarter  last  year. 

There  was  strong  growth 
in  UK  investment  bond  busi- 
ness. with  sales  doubling 
from  £S0m  to  £l64m  - but  a 
weaker  performance  in  other 
areas,  such  personal  pen- 
sions. which  only  rose  5 per 
cent. 


Philip  Scott,  head  of  long- 
term savings  at  Norwich, 
said  the  group  had  benefited 
from  a switch  out  of  bank 
deposits.  “Investment  bonds 
are  attractive  products  at  a 
time  of  low  inflation  when 
people  are  finding  their 
income  squeezed."  he  said. 

The  shares,  which  went 
ex-dividend,  fell  3%p  to  456p, 
with  analysts  saying  the  fig- 
ures were  not  as  impressive 
as  Axa  Sun  Life’s  10  days 
ago.  There  were  also  worries 
about  a change  of  mix  to 
lower-margin  business  and  / 
the  contribution  - unquanti-  ^ 
fied  - from  newly-acquired 
London  & Edinburgh.  > 

The  group's  European  ij 
business  rose  12  per  cent  to 
£26m,  while  international 
operations  climbed  86  per 
cent  to  £l6m,  helped  by  suc- 
cess in  Australia. 


Practise  with  unsafe  sectors  and  dissatisfaction  is  guaranteed 


Jane  Martinson  looks  at  the  implications 
of  the  row  over  MAM’s  poor  performance 


Merrill  Lynch  Mercury 
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hen  Wendy  Mayall  of 
the  Unilever  pension 
fund  first  rounded  on 
Carol  Galley  of  Mercury 
Asset  management  over  the 
fund  manager’s  poor  perfor- 
mance, neither  realised  the 
interest  their  fight  would 
attract. 

But  the  dispute  between 
Miss  Galley  and  Ms  Mayall, 
two  leading  industry  figures, 
is  more  than  a passing  side- 
show, raising  questions 
about  how  binding  the 
requirement  is  for  a man- 
ager to  beat  its  benchmarks. 

The  differences  first 
emerged  early  last  year 
when  Ms  Mayall.  Unilever's 
pension  fund  manager, 
demanded  to  know  why 
MAM  had  underperformed 
its  Client-set  benchmark  by 
10  percentage  points  the 
year  before. 

The  questions  focused  on 
the  extent  of  tbe  under- 
performance and  the  fed 
that  other  MAM  clients  had 
enjoyed  much  better  returns. 
Ms  Mayall,  according  to 
industry  sources,  was  “spit- 
ting blood"  about  the  Impact 
on  the  group's  pension 
scheme  members. 

Soon  afterwards,  Unilever 
sacked  MAM  from  its  £Lbn 
(Si.6bn)  portfolio  and  started 
Investigating  the  possibility 


RESULTS 


of  claiming  compensation  of 
up  to  £100m. 

Although  few  in  the  indus- 
try believe  that  a case  will 
go  to  court,  the  potentially 
ground-breaking  battle  has 
sent  ripples  through  the  pen- 
sion fond  industry. 

Miss  Galley,  co-head  of 
MAM  responsible  for  UK 
institutional  clients,  admits: 
“We  are  in  unprecedented 
territory." 

Stephen  Zimmerman,  tbe 
other  co-head  of  the  busi- 
ness, suggests  that  compen- 
sation in  the  event  of  under- 
performance would  open  up 
a legal  minefield.  "Even  in  a 
litigious  society  like  the  US. 
fund  managers  are  not  sign- 
ing up  to  guaranteed  perfor- 
mance.” 

Merrill  Lynch  Mercury, 
the  group’s  name  following 
its  takeover  by  the  US 
investment  bank  almost  18 
months  ago,  will  not  discuss 
Individual  clients.  Unilever 
is  equally  tight-lipped. 

But  the  seriousness  of  any 
potential  action  has  meant 
that  the  company,  notori- 
ously press-shy,  has  publicly 
defended  its  risk  controls 
during  the  period  of  under- 
performance. 

Mercury  has  traditionally 
allowed  Its  fund  managers 
greater  investment  freedom 
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than  its  rivals.  In  the  past 
two  years  it  has  come  under 
fire  from  consultants  as  well 
as  disaffected  clients  for 
allowing  its  spread  of 
returns  to  widen. 

One  source  close  to  Uni- 
lever says  the  fund  was  par- 
ticularly unhappy  about  the 
fact  that  individual  fund 
managers  were  allowed  to 
take  such  big  bets. 

“You  would  look  at  the 
portfolio  and  not  recognise 


he 


anything  like  an  index, 
said. 

A leading  consultant  went 
further  and  said:  “Mercury 
was  a franchise.  There 
wasn’t  anything  called  the 
Mercury  house  line.” 

Mercury  has  acknowl- 
edged that  the  spread  of 
returns  in  1997  was  unac- 
ceptable, but  partly  blames 
highly  unusual  market  con- 
ditions. 

The  year  saw  a handful  of 
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companies  and  sectors  out- 
perform the  broader  index,  a 
situation  that  magnified  the 
impact  of  relatively  small 
investment  decisions. 

Miss  Galley  says:  “We 
were  worried  about  the  level 
of  the  stock  market  and  we 
misjudged  the  fact  that 
momentum  and  liquidity 
were  going  to  take  over  from 
profits,  earnings  and 
dividends  as  the  primary 
driver  to  share  price 
movements." 

Like  other  active  manag- 
ers, Mercury  suffered  by- 
buying  unloved  British 
industrial  groups  and 
smaller  companies. 

In  spite  of  its  difficulties 
Mercury  has  defended  its 
active  investment  style 
arguing  that  the  alternative 
is  to  hug  the  stock  market 
index  and  provide  lower 
long-term  returns. 

"Managers  need  to  take  a 
degree  of  risk  in  order  to 
achieve  returns,"  says  Miss 
Galley. 

At  the  same  time,  the 


group  has  moved  to  improve 
the  consistency  of  its 
returns. 

Rivals  argue  that  Merrill  is 
itching  to  exert  more  influ- 
ence  over  its  expensive 
acquisition. 

However,  Mercury  insiders 
say  that  Miss  Galley  and  Mr 
Zimmerman  are  still  very 
much  in  control 

Both  appear  unhappy  over 
the  attention  given  to  their 
traditional  UK  business  q 
when  they  are  winning  so  M 
much  business  elsewhere. 

In  the  first  quarter  of  this 
year,  the  group  is  under- 
stood to  have  won  a record 
SSbn  in  net  new  business. 

This  comes  in  spite  of  the 
fact  that  two  of  the  leading 
investment  consultants  in 
the  UK  have  taken  MLM  off 
their  shortlists. 

Further  questions  will  be 
asked  before  MLM  is  put 
back  on  these  lists. 

Miss  Galley  must  hope 
until  then  that  consultants 
like  tbe  answers  better  than 
Unilever  did. 
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We  would  like  to  explain  our  view  of  the  present 
situation  and  its  implications  for  all  Gucci 
shareholders. 

A successful  offer  by  LVMH  is  dearly 
impossible  in  the  current  drcumstances 

In  the  current  circumstances,  LVMH  cannot  launch 
an  unconditional  public  offer  because  it  would  have 
no  realistic  chance  of  success. 

Our  financial  advisors  have  indicated  that  there 
is  no  precedent  for  a successful  offer  that 
was  opposed  by  a holder  of  40%  or  more  of 
a company's  shares. 

More  than  50%  of  Gucci's  shares  have  already 
indicated  their  opposition  to  LVMH's  proposed  offer 
at  $85  per  share. 

PPR  owns  42%  of  Gucci's  shares  and  its  president 
has  publicly  stated  that  PPR  would  not  sell  to  LVMH 
in  a public  offer,  nor  is  PPR  interested  in  making 
an  offer  itself  to  purchase  all  Gucci  shares. 

Tom  Ford  owns  approximately  2%  of  Gucci's 
shares  and  cannot  sell  these  shares  without  the 
consent  of  PPR. 

..  Templeton  Fund,  which  has  more  than  6%  of 
Gucci's  shares;'  has  announced  that  it  will  not  sell : 
its  shares  in  an  LVMH  offer  at  $85. 

Together,  these  shares  constitute  more  than  50% 
of  Gucci's  shares,  yet  they  include  the  votes  of  just 
one  "independent*  shareholder,  owning  only  6% 
of  Gucci's  shares,  or  about  18%  of  the  total 
independent  shares. 

As  such,  it  is  dear  that  LVMH's  proposed  offer 
for  all  Gucci  shares  at  $85  per  share  has  absolutely 
no  chance  of  success  unless  some  action  is  taken 
to  restore  a level  playing  field. 

We  have  made  a number  of  suggestions  to  Gucd 
that  would  make  it  possible  for  LVMH  to  make  ah 
offer  with  a fair  chance  of  success.  In  particular,  we 
have  suggested  to  Gucd  that  If  a majority  of 
independent  shareholders  support  LVMH's  offer 
at  $85  per  share,  the  Gucd  Board  should  take 
action  to  make  the  .success  of  such  an  offer 
possible  despite  the  PPR  block. 

This  proposal  is  in  line  with  the  public  statements 
of  Gucci  itself,  which  defended  the  creation  of 
the  ESOP  on  February  18th  in  the  following  terms: 
"The  ESOP  will  ensure  that  the  majority  of 
independent  shareholders  will  retain  the  power  to 
decide  the  Company's  future."  ■ 

Today,  however,  as  a result  of  the  PPR  transaction, 
Gucd  management  finds  it  convenient  to  forget  this 
principle  of  corporate  democracy. . • 

■ Having  themselves  created  a 42%  block,  and 
having  simultaneously  diluted  the  independent 
shareholders  from  65%  to  34%  of  Gucci’s  shares 
(ensuring  they  will  have  no  voice  whatsoever  in 
Gucci's  future),  Gucci  now  takes  the  position  that 
it  will  , not  support  the  will  of  a simple  majority  of 
independent  shareholders. 

According  to  Gucci,  a successful  pubB?  offer  by 
LVMH  would  require  acceptance  by  a super- 
majority of  Gucci's  independent  shareholders. 

Of  course,  Gucd  knows  that  this  is  impossible, 
given  Tefopleton's  opposition  and  Torn  Ford's 
agreeriient.with.  PPR-  Gucd  insists,  nevertheless,  that 
LVMH  launch  an  unconditional  offer,  only  to  give  the 
impression  that  there  has  been  a fair  process.  In  fact, 
Gucci  is  pushing  LVMH  to  make  a bid  that  will  fail, 
so  they  and  PPR  will  be  able  to  daim  .that  Gucd's 
shareholders  have  validated  the  PPR  capital  increase 
and  strategy. 


LVMH  has  made  additional  proposals  to  Gucci  to 
find  a solution  to  the  obstacles  that  exist  to  making 
an  offer  with  a fair  chance  of  success,  and  in  each 
instance  these  have  been  turned  down  by  Gucci 
without  any  constructive  counterproposals. 

Gucd  transferred  control  to  PPR  at  $75 
per  share  without  a full  bid  or  control 
premium  to  shareholders 

. Gucci  has  also  forgotten  another  principle  rt 
espoused  before  the  Amsterdam  Court  last  February 
- that  there  should  be  no  transfer  of  control  without 
a 100%  bid.  Gucci  chose  to  violate  this  principle 
in  transferring  control  to  PPR  at  $75  per  share 

The  Strategic  Investment  Agreement  between 
Gucd  and  PPR  provides: 

• an  initial  40%  stake  and  a right  to  go  up  to  42% 
of  Gucd's  folly  diluted  shares; 

• a standstill  for  5 years,  with  no  obligation  to  make 
a full  bid  thereafter;  _ 

• an  option  to  PPR  to  purchase  an  additional  10.1% 
of  shares  from  Gucd,  in  certain  events; 

• 4 out  of  9 seats  oh  the  Supervisory  Board,  plus  veto 
rights  over  the  chairman; 

• an  undertaking  to  vote  for  management's  slate 
of  the  remaining  5 Supervisory  Board  members, 
thereby  depriving  independent  shareholders  from 
making  successful  nominations; 

• 3 out  of  5 seats  on  the  Strategic  and  Financial 
Committee  of  the  Supervisory  Board;  and 

• veto  rights  over  all  significant  dedsions,  including 
■ issuance  of  shares,  mergers  and  acquisitions,  and 

. choice  of  chief  executive  officer. . # . 

. Gucci  stated  that  action  by  it  to  support  the 
will  of  a majority  of  independent  shareholders,  by 
issuing  new  shares  to  LVMH  to  dilute  PPR's  block, 
would  be  "inconsistent  with  the  Strategic  Investment 
Agreement"  with  PPR. 

While  Gucd's  Board  believed  it  was  free  to  issue 
shares  to  the  ESOP  in  February  and  to  PPR  in  March, 
they  now  admit  that  they  no  longer  have  that 
freedom,  because  of  the  PPR  Agreement.  What  more 
evidence  could  one  ask  for  that  Gucd's  Board  has 
given  up  its  power  to  control  the  Company? 

PPR  confirmed  its  own  view  that  it  was  acquiring 
control  of  Gucci  in  the  resolution  of  its  Board  of 
Directors  , on  March  19,  1999,  entitled  "Taking 
Control  of  Gucci  Group" 

PPR's  public  statement  that  it  has  no  intention 
to  make  a public  offer  is  easily  understood.  Why 
should  they,  when  they  already  have  control  and 
are  protected  from  any  LVMH  or  third-party  bid? 
When  their  standstill  is  lifted,  PPR  will  be  able  to 
buy  a few  more  shares  in  the  market  and  achieve 
more  than  50%  of  Gucci's  shares  without  ever 
paying  a premium,  launching  a bid  or  offering 
minority  shareholders  an  exit. 

The  PPR  Strategic  Investment  Agreement 
is  not  in  the  interest  of  Gucd's  stakeholders 

Gucci's  alliance  with  PPR  brings  Gucci  no  strategic 
advantages.  PPR  has  no  experience,  in  the  distribution 
of  luxury  products  and  little  experience  outside 
France.  PPR  Is  a mass  retailer  and  they  themselves 
have  admitted  that  there  will  be  no  synergies  for 
Gucci  from  cooperation  with  the  PPR  group. 


LVMH,  on  the  other  hand,  is  the  world's  largest 
luxury  brands  group  and  also  includes  DFS  and 
Sephora,  which  are  specialized  in  the  international 
distribution  of  luxury  goods.  Through  cooperation 
with  LVMH  group  companies,  Gucci  will  have 
the  opportunity  to  benefit  from  synergies,  leading 
to  increased  profitability  and  growth. 

PPR  has  brought  only  cash  to  Gucci.  The  PPR 
capital  increase  is  entirely  inconsistent  with  Gucci's 
decision  last  year  to  conduct  a share  repurchase 
program.  Moreover,  if  Gucd  did  require  cash  for 
strategic  reasons,  it  could  have  gone  to  its  existing 
shareholders  for  a capita!  increase,  rather  than 
diluting  them  with  a capital  increase  reserved  to  PPR. 

Instead,  the  full  Gucci  Supervisory  Board  decided 
in  a two-hour  meeting  on  March  18th,  when  they 
learned  of  the  PPR  transaction  for  the  first  time, 
to  completely  change  Gucci’s  business  strategy 
to  become  a multi-brand  luxury  group,  to  issue  a 
40%  capital  increase  to  PPR.  and  to  transfer  effective 
control  of  Gucci  to  PPR.  This  was  done  under  a threat 
from  PPR  to  terminate  negotiations  if  a deal  was  not 
concluded  by  the  next  day.  The  Gucci  Supervisory 
Board  did  not  ask  for  additional  time  to  consider 
alternatives  (including  presenting  the  PPR  proposal 
to  LVMH  at  the  meeting  scheduled  for  the  next 
morning),  in  order  to  seek  a better  deal  for  all  Gucd 
shareholders.  Instead,  they  simply  gave  PPR  40% 
of  Gucci's  shares  and  control  over  its  future,  without 
requesting  a full  bid  or  a control  premium. 

LVMH  is  committed  to  making  a full  bid 
for  Gucd  if  there  is  a level  playing  field 

We  reiterate  that  we  will  launch  a public  offer  for 
100%  of  Gucd's  shares  at  $91  per  share  promptly 
following  the  nullification  by  the  Amsterdam  Court 
of  the  PPR  transaction,  or  at  $85  per  share,  including 
the  PPR  shares,  in  the  event  that  a level  playing  field 
is  created  by  Gucd  or  the  Amsterdam  Court. 

Today.  Gucd  opposes  the  application  of  the 
principles  they  espoused  previously.  We  leave  it 
to  you  to  decide  who  is  truly  offering  Gucci 
shareholders  the  best  opportunity:  those  who 
transferred  control  to  PPR  without  consulting  existing 
shareholders  and  without  obtaining  a control 
premium,  or  LVMH,  which  wants  only  to  make  a full 
offer  that  will  have  a fair  chance  of  success  and 
proposes  to  abide  by  the  will  of  the  majority  of 
independent  shareholders? 

We  are  the  only  party  today  offering  Gucd's 
independent  shareholders  an  opportunity  to  exit 
with  a premium.  If  this  is  not  made  possible  either 
by  Gucd  or  the  Amsterdam  Court,  we  will  all  end 
up  minority  investors  in  a PPR-controlled  Gucci, 
with  unimpressive  prospects  for  the  future  and 
no  reasonable  exit  opportunity. 

We  expect  you  share  our  serious  concern  about 
this  situation,  as  our  financial  advisors  have  informed 
us  that  in  the  absence  of  the  possibility  of  a 
takeover,  the  value  of  Gucd's  shares  is  likely  to  drop 
substantially. 

We  seek  your  support  in  our  efforts  to  make  our 
bid  possible  and  to  avoid  this  very  unfavorable  result 
for  all  of  us. 


The  Board  of  Directors 
LVMH  MOET  HENNESSY  LOUIS  VTJOTON 
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Rockwell 

Electronic  Controls  and  Communications 


Rockwell's  call  centre  technology  is  helping 
Hertz  drive  its  car  rental  business  forward. 


You  succeed.  We  succeed! 

http://www.rockwell.com 
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TECHNOLOGY  MAGNETIC  FLUIDS 


Old  idea 
holds  new 
attractions 


Simon  Hadlington 

on  the  modem 
applications  being 
found  for  a 1930s 
laboratory  curiosity 

Michael  Glossop 
holds  the  small  glass 
test  tube  to  one  band 
and  a magnet  in  the  other. 
The  test  tube  is  full  of  water, 
but  nestling  in  its  base  is  a 
blob  of  black  fluid. 

As  tbe  magnet  is  brought 
close  to  the  tube  tbe  blob 
stirs  into  life.  When  the  mag- 
net is  drawn  up  along  the 
outside  of  tbe  glass  tbe  black 
fluid  follows  it  like  a slug, 
clinging  to  the  glass  wall 

The  liquid  ‘'slug-”  is  a mag- 
netic fluid,  and  around  the 
world  research  teams  are 
investigating  potential  appli- 
cations for  this  unique  class 
of  material.  Magnetic  fluids, 
also  called  ferroliqutds  or 
ferrofluids,  consist  of  tiny 
magnetic  particles  - eacb 
around  10  millionths  of  a 
millimetre  across 
suspended  in  a carrier  liq- 
uid, which  can  range  from 
water  to  synthetic  oils. 

The  magnetic  particles, 
usually  an  oxide  of  iron,  are 
prevented  from  clumping 
together  by  being  coated 
with  a surfactant  a chemical 
dispersing  agent. 

In  the  absence  of  a mag- 
netic Held,  the  ferrofluid 
shows  most  of  the  physical 
and  chemical  characteristics 
of  tbe  carrier  liquid.  How- 
ever, when  a magnetic  field 
is  applied  the  ferrofluid 
responds  immediately.  “This 
means  that  a ferrofluid  can 
be  positioned,  controlled  and 
held  in  place  by  a magnetic 
field,  and  it  Is  this  key  prop- 
erty which  has  led  to  its 
applications  in  a wide  range 


of  industries,"  says  Mr  Glos- 
sop, UK  managing  director 
at  New  Hampshire-based 
Ferrofluidics.  one  of  the 
world's  main  manufacturers 
of  magnetic  liquids. 

Ferrofluids  were  discov- 
ered in  the  late  1930s,  but 
remained  essentially  a labo- 
ratory curiosity  until  the 
1960s,  when  Nasa  began 
investigating  ways  of  mov- 
ing liquid  fuels  in  low- 
gravity  environments.  How- 
ever, the  development  of 
solid  fuels  rendered  further 
work  on  magnetic  liquid 
fuels  unnecessary,  and  In 
1968  Nasa  licensed  the  tech- 
nology to  Ferrofluidics. 

Since  then,  the  main  appli- 
cation for  ferrofloids  has 
been  in  vacuum  sealing, 
especially  in  the  semicon- 
ductor manufacturing  pro- 
cess. 

However,  the  slump  in  the 
semiconductor  industry  is 

A ring  of  ferrofluid 
could  be  used  as 
a valve  to 
control  the  rate 
of  flow  of  a gas 


forcing  Ferrofluidics  to  seek 
new  applications. 

“One  of  the  main  new 
areas  is  in  environmental 
technology."  says  Mr  Glos- 
sop. “Whereas  in  semicon- 
ductor manufacture  the  fer- 
rofluid seals  were  used  to 
keep  chambers  free  from 
contaminants,  they  are  now 
being  used  to  prevent 
unwanted  vapours  from 
seeping  out." 

The  fluids  are  also  being 
evaluated  as  a potential 


Sticking  point:  Ferrofluid  hold  In  place  against  the  skte  of  a vessel 


particular  way.  This  motion 
generates  mechanical,  forces 
within  the  fluid,  causing 
non-magnetic  particles  to  be 
expelled  from  the  fluid. 

By  varying  the  composi- 
tion of  the  fluid  and  the  rize: 
of  the  externally  applied 
magnetic  field,  it  is  possible 
to  separate  particles  which 
have  different  densities.  This 
could  potentially  be  the. 
basis  for  large-scale  separa- 
tion processes. 

Meanwhile,  at  Herlot-Watt 
University  in  Edinburgh;- 
Scotland,  Wolf-Gerrtt  Fnih  is 
investigating  using  terror 
fluids  as  a lubricant  to  ease 
the  flow  of  viscous  liquids 
through  pipes.  Their  use 
would  mean  less  energy  was 
needed  to  pump  the  liquid. 

A second  aspect  of  the 
project  is  to  investigate 
whether  a ring  of  ferrofluid 
could  be  positioned  within  a 
pipe  and  used  as  a valve  to 
control  the  rate  of  flow'  of  a 


ultrasound  “couplant"  for 
inspecting  industrial  equip- 
ment. Ultrasonic  sensors 
work  by  emitting  pulses  of 
high-frequency  sound  and 
analysing  the  echo.  To  work 
efficiently  there  needs  to  be 
a snug  fit  between  the  sen- 
sor and  the  surface. 

Traditionally  pastes  are 
used,  but  these  can  have  air 
bubbles  trapped  within 
them,  which  distorts  the  sig- 
nal, or  else  can  leak  out. 
Researchers  from  the  Uni- 
versity of  Nottingham  in  the 
UK  are  assessing  whether 
ferrofluids,  which  can  be 
held  in  place  magnetically, 
can  act  as  a more  efficient 
couplant. 

Meanwhile,  gas  transport 
companies  are  investigating 
the  possibility  of  using  ferro- 
fluid technology  to  magne- 
tise the  adhesive  that  is  used 
to  join  sections  of  pipeline.  A 
magnetic  glue  could  be  posi- 
tioned by  external  magnets 
much  more  precisely  around 
the  joint. 

Another  phenomenon 
associated  with  ferrofluids  is 
their  ability  to  “levitate" 
non-magnetic  particles  that 
are  suspended  in  the  fluid, 
causing  them  to  rise  to  the 
top.  When  a magnetic  field  is 
applied  to  the  fluid,  the  indi- 
vidual particles  orient  in  a 


gas. 

“It  might  be  possible  to 
have  a liquid  valve,  held  in 
place  by  magnets.  By  mov- 
ing the  magnets  it  would  be 
possible  to  change  the  posi: 
tion  or  sbape  of  the  liquid  in 
the  pipe,  enabling  the  posi- 
tion of  the  valve  or  the 
amount  of  gas  going  through 
tbe  pipe  to  be  varied.” 
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DISTINGUISHED  SPEAKER  ACCEPTANCES  INCLUDE: 

Albaji  Atlku  Abobakar 
Her  President  Elea.  Nigeria 

Mr  Hakeem  Bdo'Osagje 
Chairman.  United  Bank  for  Africa  Pic 

Dr  Rilwaau  Luiun an 

Secretary  Central 
Organization  of  the  Petroleum  Exporting  Countries 

Mr  Hiroyuki  Hino 

Senior  Advisor 

. African  Department.  International  Monetary  Fund 

Mr  Robert  Annibale 
Her  President.  Citibank  NA 

Mr  Jeremy  Pope 

, • Executive  Director,  Transparency  International 

Mr  Freddie  Scott  OBE 

*. . Weft  Africa  Committee  Representative.  Nigeria 

Mr  Jim  Massey 
President,  Mobil  Europe  and  Africa  Limited 

Or  Jonathan  Long 

Managing  Director.  First  City  Merchant  Bank  Limited 

Mr  David  Hampshire 

Managing  Director,  Guinness  Africa 
Mr  Ray  Ekpu 
Chief  Executive.  Nemwatch 
Professor  Tony  Hawkins 
Professor  of  Business  Studies,  University  of  Zimbabwe 

Professor  Jean  Herskovils 

Professor  of  African  History,  Suae  U/thersity  of  New  York  at  Purchase 
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Staley  to 
succeed 
Micek  at 
Cargill  helm 

Ernest  Micek,  chairman  and 
chief  executive  of  Cargill,  the 
largest  private  company  in 
the  US,  is  to  give  up  the 
chief  executive  officer's  role 
in  June,  and  finally  retire  in 
August  2000. 

Micek,  63,  who  joined  the 
big  agribusiness  and 
industrial  company  four 
decades  ago  as  a 
production  shift  supervisor 
at  one  of  its  soyabean 
processing  plants,  has 
chaired  Cargill  since 
1995. 

His  replacement  will  be 
Warren  Staley,  who  is 
already  the  effective  number 
two  at  the  company,  having 
been  appointed  president 
early  last  year. 

Staley,  56,  has  been  with 
Cargill  for  30  years  and  has 
previously  run  the 
company's  international  feed 
and  meat  business;  its  North 
American  operations;  and  its 
Latin  American  business.  He 
will  take  over  the  chief 
executive's  role  from  Micek 
on  June  1. 

When  Micek  was  named 
for  the  top  job  at  Cargill  in 
1995.  he  succeeded  Whitney 
MacMillan,  a great-grandson 
of  the  company's  founder.  It 
marked  the  first  time  that 
top  management  of  the 
Minneapolis-based  company 
had  passed  outside  the 
founding  Cargill  and 
MacMillan  families,  although 
they  still  have  senior 
executive  positions  within  ! 
the  group  and  board  seats. 
Nikki  Teit,  Chicago 

Deutsche  team 
to  Goldman 

Deutsche  Bank's  corporate 
and  investment  banking 
operation  has  suffered  its 
first  significant  defection  in 
nearly  a year  with  the  loss  of 
its  highly  ranked  European 
telecoms  research  team,  led 
by  James  Go  lob,  to 
Goldman  Sachs. 

Deutsche  was  yesterday 
believed  to  be  especially 
peeved  at  the  poaching 
because  Goldman  Sachs  is 
acting  as  Its  financial  adviser 
on  deals  including  the 
planned  takeover  of  Bankers 
Trust  of  the  US  and  the  sale 
of  Australian  operations. 

Golob  joined  Deutsche 
Morgan  Grenfell  in  1995 
from  S.G.  Warburg  as  pari  of 
the  German  bank's 


mid-1990s  recruitment  drive 
in  which  little  expense  was 
spared. 

Moving  to  Goldman  with 
Golob  are  James  Sawtsll, 
Simon  Weeden,  Nuno 
Machado  and  Belinda 
Sartori.  Most  were  members 
of  the  European  telecoms 
team,  which  was  placed 
second  in  last  year's  Ext  el 
survey  rankings  of 
investment  analysts. 

Their  departure  Is  the 
biggest  exodus  from 
Deutsche  since  US 
technology  guru  Frank 
Quattrone  led  his  120-strong 
team  to  Credit  Suisse  First 
Boston  in  the  middie  of 
1998. 

Golob's  younger  brother, 
Peter,  came  from  Warburg 
at  the  same  time  and 
headed  Deutsche's 
corporate  advisory  activities 
in  telecoms  until  leaving  for 
Merrill  Lynch  last  year. 

Clay  Harris,  London 

Slack  leaves 
Anglo  American 

Hank  Slack,  one  of  the 
eight  executive  directors  of 
the  new  Anglo  American, 
has  decided  to  leave  the 
company  In  May.  The 
announcement  comes  less 
than  six  weeks  before  AA, 
the  product  of  the  merger  of 
Anglo  American  Corporation 
of  South  Africa  with  its 
offshore  sister  company,  is 
scheduled  to  get  its  London 
listing. 

Slack,  an  American  who 
has  been  with  the 
Oppenheimer  group  for 
more  than  27  years,  and 
was  at  one  point  married  to 
Harry  Oppenhelmer’s 
daughter  Mary,  has  been 
chief  executive  of  Minorca 
for  the  past  few  years,  and 
will  continue  in  this  job  until 
the  AA  listing  towards  the 
end  of  May.  Slack,  49,  said 
he  was  leaving  for  personal 
reasons. 

Gillian  O’Connor,  London 

Changing  chairs 
at  Rio  Tinto 

Three  of  the  senior 
managers  of  Rio  Tinto,  the 
London-based  diversified 
mining  group,  are  playing 
musical  chairs. 

Oscar  Groeneveld,  head 
of  technology,  will  become 
chief  executive  of  the 
copper  group.  Jonathan 
Leslie,  chief  executive  of  the 
copper  group,  will  become 
chief  executive  of  the  gold 
and  other  minerals  group 
and  John  O'RetUy,  chief 
executive  of  the  gold  and 


other  minerals  group,  will 
become  head  of  technology. 
The  changes  will  take  effect 
at  the  end  of  April. 

Groeneveld  and  Leslie  will 
retain  their  positions  as 
executive  directors  of  Rio 
Tinto. 

A spokesman  for  Rio  said 
the  changes  were  in  line 
with  the  company  strategy 
of  giving  senior  executives 
exposure  to  a variety  of 
tasks. 

The  company  announced 
that  since  January  4 it  has 
bought  a further  10.95m 
shares  in  cash  in  its 
Australian  aluminium 
subsidiary  Comalco.  which 
increases  its  holding  from 
70.4  per  cent  to  72.36  per 
cent.  Average  purchase 
price  was  AS5.93  per 
share. 

Australian  rules  allow  a 
company  to  increase  its 
holding  in  a subsidiary  by  up 
to  3 per  cent  over  6 months, 
without  the  purchase 
triggering  the  need  for  a full 
bid.  The  aluminium  price, 
and  hence  the  Comalco 
price,  were  depressed  in  the 
first  quarter  of  this  year. 
Gillian  O'Connor.  London 

Minami  heads 
Tokyo  Electric 

Tokyo  Electric  Power 
Company,  Japan's  power 
utility  giant,  has  announced 
plans  to  reshuffle  rts 
management  and  has 
named  Nobuya  Minami, 
executive  vice-president,  as 
the  new  president 
He  will  replace  Hiroshi 
Araki  who  is  becoming 
chairman  after  serving  three 
two-year  terms  as  president 
since  1993.  Shoh  Nasu, 
incumbent  chairman,  will 
become  adviser  to  the 
company. 

This  reshuffle,  a regular 
occurrence,  will  be  officially 
approved  at  a shareholders’ 
meeting  In  June. 

Minami,  63,  a graduate  of 
prestigious  Tokyo  University, 
joined  Tepco  in  1958.  During 
40  years  at  the  company,  he 
served  as  head  of  the 
planning  division,  then  a 
director,  and  finally 
managing  director  before 
becoming  executive 
vice-president  in  1996. 
Nobuko  Juji,  Tokyo 

Departures  at 
Kvaemer 

Kvaemar,  the  loss-making 
Anglo-Norwegian  industrial 
engineering  group,  is  slowly 
seeing  the  departure  of  a 
number  pf  managers 


appointed  by  rts  previous 
chief  executive,  Erik 
Tonseth.  Kjell  Almskog, 
Kvaemeris  chief  executive, 
as  of  December,  unveiled  a 
radical  restructuring  last 
week  involving  an  exit  from . 
shipbuilding,  provisions  of 
NKr4bn  ($513m)  and  a 
cost-cutting  plan  to  reduce 
debt  by  NKr7bn  this  year. 

The  shake-up  has 
prompted  the  loss  of  David 
Moorhouse  and  Edgar  • 
Fossheim,  two 
appointments  under 
Tonseth’s  reorganisation  in 
October.  Then,  Moorhouse, 
51 , was  promoted  from  head 
of  the  process  area  to  take 
responsibility  for  long-term 
strategic  development 
He  resigned  two  weeks 
ago  amid  conflict  concerning 
Almskog 's  new  direction  for 
the  company.  Edgar 
Fossheim,  49,  stepped 
down  earlier  this  year  after 
having  recently  been 
appointed  to  head  Kvaemer 
Energy,  one  of  Kvaemer*s 
businesses  now  up  for  sale. 

In  the  near  future  the ' 
group  win  appoint  a chief 
financial  officer  to  replace 
Jan  Magne  Heggetund,  . 
who  resigned  this  month  as 
interim  chief  financial  officer 
and  chairman  of  the 
industrial  products  group. 
Valeria  Skold,  Oslo 

Sir  George 
to  Short  Bros 

Sir  George  Quigley,  one  of 
Northern  Ireland's  best 
known  businessmen,  Is  to 
become  chairman  of  Short 
Brothers,  the  Belfast-based 
aerospace  company  owned 
by  Canadian  conglomerate 
Bombardier. 

He  will  take  up  the  post 
from  May  succeeding  Sir 
Roy  McNulty,  who  is  to 
become  a board  member  of . 
the  National  Air  Traffic 
Services. 

Sir  George  is  currently 
chairman  of  Ulster  Bank, 
NatWest’s  Irish  subsidiary. 

He  was  formerly  finance 
secretary  in  the  Northern 
Ireland  civil  service. 

in  recent  months,  he 
attracted  attention  because 
of  his  leadership  of  the  G7 
group  of  business  and  trade 
union  organisations  which 
urged  politicians  to  agree  to 
a compromise  to  allow  the 
implementation  of  the  Good 
Friday  peace  agreement 
The  group  was  set  up  in 
the  wake  of  the  Drumcree 
marching  dispute  in  1997 
which  caused  widespread 
disruption  to  the  local 
economy. 

John  Murray  Brown,  Dublin 
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After  a lukewarm  start  to  the  year,  European  markets  may  be  seeing  the  start  of  a return  of  retail  investors,  writes  Jeffrey  Brown 
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European  equities  have 
made  a sluggish  start 
to  1999.  Some1  smaller 
bourses  have  pushed  up  to 
best  ever  levels,  but  Inves- 
tors In  the  core  economies 
remain  deeply  sceptical  of 
events. 

Oslo,  last  year's  backmar- 
ker,  has  rallied  powerfully 
this,  year  on  the  back  of  the 
recovery  in  energy  commod- 
ity prices,  and  Helsinki  has 
also  fait  peaks. 

But  the  broad  swathe  erf 
leading  stock  markets,  nota- 
bly, Frankfurt  and  Paris, 
have  stayed  doggedly  dull. 

While  Wall  Street  has  pow- 
ered ahead,  setting  records 
almost  daily,  equity  inves- 
tors in  Europe  have  been 
more  circumspect. 

In  the  US,  the  Dow  Jones 
Industrial  Average  has  risen 
more  than  14  per  cent  this 
year  while  the  FT-S&P 
World  index  has  put  on  9 per 
cent  in  local  currencies. 

The  contrast  with  Europe 
is  marked.  This  year  the 
FTSE  Eurotop  300  index  has 
unproved  just  6 per  cent. 
Moreover,  half  this  upturn 
has  only  appeared  on  the 


charts  since 'the  European 
Central  Bank  sliced  an  unex- 
pectedly deep  E0  bads  points 
off  Its  refinancing  rate  to  2.5 
per  cent  on  April  a 

One  reason  for  the  broad 
underperformance  of  Euro- 
pean equities  has  been  unex- 
citing liquidity. 

Flows  of  funds  into  Euro- 
pean mutual  funds,  widely- 
seen  as  the  key  marginal 
investor  in  equity  markets, 
are  still  substantially  short 
of  the  boom  levels  achieved 
during  early  1596. 

Lately  there  has  been  a 
glimmer  of  hope.  According 
to  Salomon  Smith  Barney, 
net  inflows  Into  European 
mutual  funds  improved  in 
February  for  the  second 
month  running,  rising  to 
S4£bn  and  racking  up  the 
second  best  monthly  figure 
over  the  past  seven  months. 

Anecdotal  evidence  sug- 
gests that  the  upturn  in 
European  fund  intake  may 
have  been  maintained 
through  March  - at  least  for 
UK  equities. 

That  said,  however,  it  is 
hard  to  escape  the  impres- 
sion that  European  liquidity 
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European  hmd  flows 
IM  Row  into  **19  funds 
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Eunanp  300  ndex 
_ 1400 


In  the  UK,  equities 
account  for  the  best  part  of 
90  per  cent  of  mutual  fund 
portfolios.  In  Europe,  the 
ratio  is  a more  modest  25  per 
cent  - but  growing  fast 
One  corollary  to  mutual 
fund  inflows  is  total  cross- 
border  flows  of  funds  and 
here  the  trend  is  possibly 
more  encouraging,  although 
given  the  time  lags  involved 
in  their  compilation,  the 
numbers  are  imbued  with  a 
sense  of  history. 


is  nothing  more  than,  rela- 
tively lukewarm. 

February’s  $4>.8bn  net 
inflow  was  a full  $2bn  down 
on  the  average  monthly 
Inflow  last  year,  while  a 
more  direct  comparison  with 
the  first  half  of  1996  widens 
the  gap  significantly. 

Over  the  first  six  months 
of  last  year,  average 
monthly  inflows  were  closer 
to  $9bn. 

As  leading  suppliers  of 
new  investment  money, 
mutual  funds  rank  almost 


side  by  side  with  life  insur- 
ance companies. 

Continental  European 
experience  is  difficult  to 
assess,  but  mutual  funds  in 
the  UK.  created  £9bn  (S5.6bn) 
of  additional  funds  in  1997, 
while  life  funds  accounted 
for  £13bn. 

Even  if  that  kind  of  rela- 
tionship cannot  be  fully 
transposed  to  the  euro-zone, 
it  is  nonetheless  clear  that 
mutual  fund  flows  are  a key 
indication  of  equity  market 
development 


Having  fallen  apart  at 
the  seams  in  the 
third  quarter  of  last 
year  when  the  FTSE  Eurotop 
300  was  rapidly  heading 
down  towards  the  lows  it 
touched  In  September,  cross- 
border  flows  recovered 
impressively  in  the  final 
three  months  of  1998. 

Net  purchases  of  European 
equities  by  foreign  investors 
turned  negative  in  August 
and  September  and,  as  a 
result,  the  third  quarter  was 
barely  in  surplus. 

But  the  subsequent  recov- 
ery was  dramatic.  A record 
S51bn  of  net  purchases  in 


November  boosted  the  aver- 
age for  the  quarter  up  to 
around  $27bn.  , 

The  UK  and  Germany; 
accounted  for  the  bulk  of  the 
November  investment  bulge; 
According  to  Salomon  Smith 
Barney  calculations,  it  la 
these  two  countries,  flanked 
by  the  Netherlands,  that/ 
should  gain  the  most  from; 
upturns  in  mutual  fund 
inflows. 

Although  it  makes  nd 
bones  about  the  subdued 
level  of  liquidity  since  last 
summer.  Salomon  Smi£h 
Barney  is  now  much  more 
confident  that  fund  flows 
can  start  to  enhance  equity 
markets.  , 

This  partly  reflects  the 
recent  ECB  rate  cut,  which' 
is  expected  to  shift  European 
savers  away  from  cash  and 
into  higher-return  equity 
funds. 

“It  may  take  a few  more 
months  before  Inflows 
return  to  the  $9bn  monthly 
levels  of  a year  ago,  but 
when  they  do  retail  inves- 
tors will  be  back  firmly  in 
the  driving  seat,”  says  Salo- 
mon Smith  Barney. 
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INTERNATIONAL  CAPITAL  MARKETS 


Brazil  joins  emerging  market  rush 


NEW  ISSUES 


By  Edward  Luce  ta  London  and 
John  Barham  m SSo  Paulo 

Brazil  yesterday  launched  its 
first  international  bond  in 
more  than  a year  in  what  is 
becoming1  a stampede  by 
emerging  markets  to  issue 
foreign  bonds. 

The  Brazil  bond,  which 
will  be  between  $ibn  and 
$5bn  depending  on  Investor 
demand  this  week.  Is  expec- 
ted to  be  followed  by  a debut 
launch  from  Chile  and  possi- 
ble issues  from  Bulgaria  and 
even  Malaysia  in  the  near 
future. 

. Last  week  Mexico,  Hun- 
gary, Colombia  and  the  Kor- 
ean Development  Bank  all 
issued  dollar  bonds. 

The  yield  spread  on  the 
J.P.  Morgan  Emerging  Mar- 
ket Bond  Index  yesterday 
narrowed  by  11  basis  points 
to  881  basis  points  by  early 
evening  in  London.  This  is 
roughly  equidistant  between 
the  Index's  record  high  and 
record  low. 

" ‘There  is  a question  mark 
about  how  sustained  this 
rally  is  going  to  be."  said  one 
banker.  "After  all,  the  Asian 
recovery  is  still  pretty  thin. 


It  wouldn't  take  much  to 
upset  the  trend." 

The  Brazil  offering  will  in 
effect  be  divided  between 
two  separate  bonds  - one  an 
exchange  for  two  outstand- 
ing Brady  bond  issues  and 
the  other  a simple  cash 
exchange.  Pricing,  and  the 
ratio  of  Brady  bonds  to  the 
new  global  bonds  is  to  be 
announced  on  Thursday. 
Brazil’s  last  bond  issue  of 
$1.25bn  in  March  1998  was 
priced  to  yield  375  basis 
points  over  comparable  US 
Treasuries. 

The  latest  band  issue  was 
widely  expected  given  Bra- 
zil’s faster  than  expected 
recovery  from  January's  39 
per  cent  devaluation  of  the 
Real. 

President  Fernando  Hen- 
rique  Cardoso  said  growing 
international  recognition  of 
the  country's  Improved  eco- 
nomic health  should  allow 
the  government  to  issue  a 
total  of  $Sbn  in  bonds  in  the 
first  half  of  the  year. 

Dany  Rappaport,  chief 
economist  at  the  S So  Paulo 
office  of  Santander  Invest- 
ment. the  Spanish  invest- 
ment bank,  said  the  new 
bond  would  bring  “no  great 
change  in  profile,  but  there 


New  international  bond  issues 
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is  a perceived  improvement 
w quality". 

The  value  of  EI  bonds,  one 
of  the  securities  eligible  for 
this  operation,  rose  to  81.84 
per  cent  of  face  value  at  mid- 
session  yesterday,  up  from 
80.1  on  Friday.  The  more  liq- 
uid C Bond,  which  is  not 
being  Included  in  this  deal, 
rose  to  71.84.  its  highest 
point  this  year. 

Elsewhere.  AMEV  Leven, 
a subsidiary  of  Fortis.  the 


Benelux  financial  services 

group,  became  tbe  first 
insurance  company  to  issue 
a straight  equity-style  offer- 
ing in  the  form  of  a bond. 

The  €650xn  issue  would 
count  as  tier-one  regulatory 
capital  for  banks.  In  contrast 
to  recent  subordinated  offer- 
ings by  other  European 
insurance  companies,  such 
as  Swiss  Re.  which  have 
offered  tier-two  deals. 

The  three-tranche  bond. 


with  call  options  after  10 

years,  was  split  Into  a large 
floating-rate  tranche,  tar- 
geted at  banks,  and  (unusu- 
ally) a large  fixed-rate 
tranche  targeted  at  Insur- 
ance companies. 

The  offering  is  “non- 
cumulative''.  which  means 
that  investors  would  forgo 
interest  payments  during 
any  period  the  company  was 
in  financial  distress  and  had 
suspended  payments. 


Late  rally  in  the  euro-zone  sector 


BB4CHMARKB0NDS 

By  Hortan  Ghnbel  in  London 
and  John  Labate  hi  New  York 


Government  bond  prices 
finished  ahead  after  having 
seen  lower  prices  for  much 
of  the  session. 

European  bonds  were  ini- 
tially weighed  down  by  a 
falling  euro  and  weakening 
US  Treasuries.  But  com- 
ments by  Wim  Dulsenberg. 
president  of  the  European 
Central  Bank,  combined 
with  a recovery  in  the  US, 
sparked  a late  rally  in  the 
euro-zone  markets. 


WORLD  BOND  PRICES 


Speaking  before  the  Euro- 
pean Parliament’s  monetary 
affairs  committee,  Mr  Duis- 
enberg  said  the  recent  ECB 
rate  cut  was  to  signal  that  it 
would  not  be  repeated  for 
the  time  being. 

T cannot  define  Tor  the 
time  being1,  but  it  is  longer 
than  the  foreseeable  future," 
he  said.  This  has  led  ana- 
lysts to  believe  there  will  be 
another  euro-zone  interest 
rate  cut  in  September. 

“The  European  yield  curve 
continued  to  steepen  as  the 
short  end  rallied  in  hope  of 
another  rate  cut  The  long 
end,  however,  was  hit  by 


profit  taking,”  said  Nick 
Sbarin  at  Norinchukin  pic, 
adding  that  the  Euribor  was 
now  suggesting  a euro-zone 
interest  rate  of  2.60  per  cent 

The  Kosovo  crisis  led  the 
the  euro  to  a new  low,  which 
in  turn  weighed  on  market 
sentiment  in  Europe. 

“The  impact  was  not  dra- 
matic, but  Kosovo  is  there  as 
an  issue."  said  Glenn  Davis 
at  Credit  Lyonnais.  He  said  a 
dragged  out  conflict  could 
hamper  European  govern- 
ments in  their  attempts  to 
meet  budget  deficit  targe  ts. 

The  cost  to  the  UK,  for 
example,  was  already 


escalating  and  could  soon  hit 
£3m  a day,  according  to  mili- 
tary experts.  Higher  deficits 
could  lead  to  higher  public 
refinancing  requirements, 
thus  heightening  supply  con- 
cerns in  the  debt  markets. 

After  paring  initial  losses, 
US  Treasuries  were  little 
moved  at  mid-day,  in  spite  of 
a blue  chip  rally  on  Wall 
Street.  The  30-year  bond,  the 
benchmark  for  long-term 
interest  rates,  gained  & to 
95%.  yielding  5.569  per  cent. 

The  10-year  note  was 
unchanged  at  96%.  yielding 
5.219  per  cent,  and  the  two- 
year  note  was  down  £ to 


99”,  yielding  5.027  per  cent 
The  week  ahead  is  expected 
to  be  slow  in  terms  of  fresh 
economic  data,  with  new 
trade  figures  due  today. 

UK  gilts  were  shining 
again  after  a last  week's 
severe  underperformance. 
The  strengthening  pound 
supported  the  rebound  as  it 
increased  the  likelihood  of 
another  interest  rate  cut. 

Stronger  than  expected 
March  producer  price  figures 
failed  to  impress  the  market 
“The  core  inflation  [striping 
out  oil  prices  and  tbe  budget 
effects]  was  actually 
benign,”  said  Mr  Sharin. 


Pakistan  move  on 

delays  inevitable  in 

Western  donor  countries  are  insisting  on  a restaicturing_oWte;_, 
country's  international  sovereign  bonds,  writes  Faman  ™*a!V 

Pakistan's  decision  to  bankers  say  the  Pans  Club 

postpone  a meeting  with  is  Hkely  to  insist  the  pay-  s yjtn  allflaad 

its  western  donors  in  meats  be  deferred  in  favour  Investiga 

of  a bond  restnicturing  deal,  corruption  in  the  case  of -is 

Pakistani  officials  say  if  it 
agrees  to  restructuring 
bonds,  the  country  would  be 
unable  to  access  interna- 
tional markets  for  several 


akistan's  decision  to 
postpone  a meeting  with 
its  western  donors  in 
Paris  this  week  has  only 
delayed  an  inevitable  discus- 
sion on  the  controversial 
issue  of  restructuring  its 
international  bonds. 

The  country  agreed  with 
the  Paris  Club  in  February 
to  restructure  foreign  debt 
worth  $3.3bn.  Tbe  Club  has 
taken  the  view  that  the  bur- 
den of  restructuring  must  be 
shared  by  lending  govern- 
ments, hanks  and  individual 
investors,  to  ensure  compa- 
rable treatment. 

The  country’s  four  sover- 
eign bonds  are  worth  only  a 
modest  S750m  but  their 
future  has  caught  the  atten- 
tion of  analysts  in  finawrigl 
markets,  who  say  the  deci- 
sion on  Pakistan  could  have 
a landmark  status  for  Third 
World  debt.  Many  predict 
that  the  case  of  Pakistan 
could  be  used  as  a precedent 
In  other  cases,  such  as 
Romania  and  Russia. 

Pakistan  finance  ministry 
officials  are  expected  to 
travel  to  Paris  early  next 
month  in  another  attempt  to 
convince  the  Paris  Club  to 
back  off.  That  meeting 
would  be  crucial  as  it  would 
come  shortly  before  Islama- 
bad is  due  to  make  a $i5m 
coupon  payment  on  a 8300m 
floating-rate  note  on  May  28. 
Then,  on  June  26,  comes  a 
payment  of  about  818m  on  a 
8150m  FRN  with  a put 
option. 

Mr  Dar  says  that  under 
the  terms  agreed  with  the 
Paris  Club,  Pakistan  can 
continue  making  the  pay- 
ments until  such  time  that 
an  agreement  on  bonds  is 
reached,  suggesting  that 
making  the  two  payments 
would  not  be  a problem.  But 


years. 

Mr  Dar  argues  against  the 
restructuring.  "Bonds  are  a 


‘There  is  no  dear-cot 
mechanism  for 
restructuring, 
especially  because  a 
forced  restructuring 
has  not  been 
attempted  before’ 

different  type  of  animal  than 
outright  foreign  debt,  so  it's 
not  that  straightforward,"  he 
says.  “There  is  no  clear-cut 
mechanism  for  restructur- 
ing, especially  because  a 
forced  restructuring  has  not 
been  attempted  before." 

Government  officials  say  a 
bond  restructuring  could  be 
followed  by  negotiations 
with  hundreds  of  investors, 
and  there  may  be  litigation 
too.  ‘It’s  a can  of  worms 
which  would  be  bard  to  shut 
once  It's  opened,"  says  one. 

But  some  hankers  argue 
that  a restructuring  may  not 
cause  as  much  harm  to 
Pakistan  as  the  government 
thinks.  That's  mainly 
because  considerable  dam- 
age has  already  been  done  to 
its  investment  outlook,  con- 
vincing many  that  even 
without  the  fall-out  from 
restructuring,  future  issues 
may  cany  a “junk"  status  in 
capital  markets. 


private . power-  companies,  • 
each  with  foreign  -commer- 
cial debt  and/or  partial,  for- 
eign  ownership,  has  already 
caused  amsiderabte  damage 
to  the  investment  dimate.  : 

Businessmen  say ; -the 
investigations  were  apofitt 

pally-inspired  witch-Hunt, 

meant  to  smear  the  power 
projects  that  were  esta3> 
listed  while  Benazir  Bhutto, 
now  the  opposition  leader, 
was  prime  minister. 

-The  fall-out  majrcairy.on 
for  many  years,  and.  new 
investments  are  unlikely, 
whichever  way  the  bond 
issue  is  settled,”  says  one 
leading  businessman. 

Additional  problems 
include  Pakistan’s  weakiecb- 
n tunic  outlook.  Tbe  central 
bank’s  most  recent  report  for 
the  economy  has  scaled 
down  this  year’s  gross 
domestic  product  growth 
estimates  to  between  3.5  per 
cent  and  4 per  cent  - down 
from  a target  of  6 per  cent 

This  is  offset  by  increased 
demand  for  more  public 
expenditure  as  population 
grows  by  about  2.7  per  cent. 

Bankers  such  as  Zakir 
Mehmood,  country  head  at 
French  bank  Credit  Agrlcole 
lndosuez,  say  the  interna- 
tional perception  of  risks 
tied  to  emerging  markets 
could  affect  Pakistan  for  two 
to  three  years. 

Ali  Raza,  country  head  at 
Bank  of  America,  says  even 
if  Pakistan  can  convince  tbe 
Paris  Club  to  withdraw  its 
demand  for  restructuring 
bonds,  tbe  terms  the  govern- 
ment would  have  to  offer  for 
future  issues  “would  be  pro- 
hibitive'’. 
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CURRENCIES  & MONEY 

Yen’s  climb  knocks  euro  to  new  low 


RMKETSREPOrj 
By  Abn  Beattie 
*"*  Christopher  Swann 


The  yen  rose  against  the 
dollar  and  euro  yesterday  as 
continued  strength  La  Japa- 
“**  ?“**  suggested  that 
capital  nows  would  keep  it 
well  supported. 

By  the  close  of  London 
trading  yesterday  the  yen 
was  at  YU8.1  against  the 
dollar  and  Y1253  against  the 
euro. 

The  yen’s  rise  against  the 
euro  again  pushed  the  Euro- 
pean currency  lower.  The 
euro  hit  another  lifetime  low 
against  the  dollar  and  ster- 
ling yesterday,  dosing  at  the 
end  of  the  London  session  at 
$1,061  against  the  US  cur- 
rency and  £0.653  against  the 
pound. 

The  weakness  of  the  euro 
was  not  helped  by  comments 
from  various  officials 
playing  down  the  impor- 
tance of  the  currency’s 
recent  level. 


..  Strauss-Kahn. 

the  French  finance  minister, 
said  in  an  interview  over  the 
weekend  that  he  saw  no 
problem  with  the  recent 
depreciation  of  the  currency. 


■ The  yen’s  rise  against  the 
dollar  may  have  had  such  a 
large  effect  on  the  euro 
because  of  a perceived  asym- 
metry in  the  markets. 

Many  analysts  have 
that  the  fear  that  the 
of  Japan  will  intervene  hnQ 
put  a floor  under  the  dollar, 
meaning  that  the  euro  ^ 
suffered  disproportionately 
from  the  yen’s  recent 
strength. 

Derek  Halpenny,  currency 
analyst  at  the  Bank  of 
Tokyo-Mitsuhishi  in  London, 
said  that  the  probable  trig- 
ger-point for  Bank  of  Japan 


intenrenti  on  may  have 
fallen.  "In  earlier  episodes 
the  market  focused  on  YUO 
as  the  key  level,  but  now  a 
breach  of  Y115  could  well 
mean  intervention, " he 
added.  . 


Creek  drachma 
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■ Uncertainty  over  the  dura- 
tion of  the  Kosovo  conflict 
continued  to  weigh  on  the 
Greek  drachma  yesterday, 
which  slid  beneath  last 
week’s  resistance  point  of 
Dr325  against  the  embattled 
euro  to  close  at  DrS25.l& 

The  latest  slide  was  trig- 
gered by  finance  -ministry 
suggestions  that  a protracted 
crisis  could  trim  more  than 
02  percentage  points  off  1999 
GDP  growth,  previously  fore- 
cast at  3^  per  cent.  But  bar- 
ring any  escalation  of  the 
conflict,  analysts  expect  the 
drachma  to  firm. 

“Any  move  below  Dr326 
would  most  likely  spark 
renewed  intervention,”  said 
Jamas  Daniel  of  Credit  Sui- 
sse First  Boston  in  London. 
"The  imposition  of  rather 


clumsy  credit  controls  Is  a 
measure  of  the  central 
hank’s  concern  to  keep  infla- 
tion under  control.” 

Overall  market  reaction 
has  been  relatively  muted, 
he  aHHftrf,  with  the  drachma 
felling  just  over  X per  cent 
since  the  start  of  the  con- 
flict. 


euro,  with  some  analysts 
saying  it  could  strengthen 
further. 

The  krona  closed  up  at  the 
end  of  London  trading  at 
SKrSjJSi  against  the  euro, 
having  opened  around 
SKtS.895. 

Stewart  Newnbam,  cur- 
rency strategist  at  Commerz- 
bank, departed  from  market 
consensus  yesterday  by  pre- 
dicting an  appreciation  of 
the  krona  to  SKrSJSO  against 
the  euro.  "The  krona  has 

lagged  the  rally  of  commod- 
ity currencies  led  by  the 
Australian  and  Canadian 
dollars,"  he  said.  A convic- 
tion that  Sweden  is  destined 
to  join  the  next  wave  of 
European  Monetary  Union, 


■OTHER  CURRENCIES 


■ The  Swedish  krona  yester- 
day crept  higher  against  the 
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Pan 


UAE 


he  argued,  had  caused  the 
krona  to  shadow  the  euro 
despite  its  strong  correlation 

to  commodity  prices. 

With  over  25  per  cent  of 
Swedish  exports  based  on 
commodities,  he  added,  it  is 
only  a matter  of  time  before 
fundamentals  reassert  them- 
selves. “A  rise  in  desired 
inventory  levels,  fuelled  by 
increased  industrial  demand, 
suggests  that  the  rally  in 
commodities  will  be  strong 
and  sustained.” 

The  feet  that  the  krona 
had  weathered  the  resigna- 
tion of  the  finance  minister 
and  a fell  in  interest  rates  to 
bflow  euro-zone  levels 
reinforced  the  impression  of 
a robust  performance,  be 
added. 

Others  were  less  con- 
vinced. Joe  Prendergast, 
head  of  global  foreign 
exchange  research  at  Credit 
Suisse  First  Boston  in  Lon- 
don, was  neutral  about  the 
krona.  "Commodity  price 
rises  have  already  been  dis- 
counted," he  said. 
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For  further  information  please  contact: 


Kirsty  Saunders  in  London 
Tel:  +44  171  873  4823 
Fax:  +44  171  873  3204 
Email:  kirsty.saunders@'FT.com 


or  Alec  Kitroeff  in  Athens 
Tel:  +30  1 671  3815 
Fax:  +30  1 674  9372 
Email:  aleckit@otenet.gr 


FIN  AN  CIA  L DJVl  ES 

No  FT.  no  comment. 


Nico  Colchester  journalism  fellowship 


Applications  are  invited  from  young  European  journalists  and  would-be  journalists  for  the  1999 
Nico  Colchester  fellowship.  This  consists  of  a three-month  internship  at  the  Economist  in  the 
autumn  of  this  year,  a bursary  of  £4,000  to  cover  travel  and  accommodation,  and  a small  weekly 
stipend  from  The  Economist 

The  fellowship  is  established  in  memory  of  Nico  Colchester,  who  died  in  1996  at  die  age  of  49, 
after  an  outstanding  career  at  the  Financial  Times,  The  Economist  and  the  Economist  Intelligence 
Unit  Nico  was  one  of  Britain’s  finest  writers  on  foreign,  especially  European,  affairs  as  well  as 
technology  and  business. 

The  trustees  of  the  Nico  Colchester  foundation  will  award  the  fellowship  to  the  applicant,  from  the 
European  Union  country  other  than  Britain,  who  submits  the  best,  specially-written  1,000-word 
article,  in  English,  on  a topic  relevant  to  political,  economic,  technological  or  business  issues  in 
Europe.  As  Nico’s  work  was  characterised  by  its  originality  and  humour,  preference  will  be  given  to 
applicants  who  reflect  those  traits. 

Entries,  by  the  closing  date  of  May  31st  1999,  should  be  sent  with  a CV  and  covering  letter,  to:  The 
Editor  (Nico  Colchester  prize).  The  Economist,  25  St.  James's  Street,  London  SW1 A 1HG.  E-mail: 
be  @ economist  com 


This  prize  is  supported  by  Halifax  pic,  the  Financial  Times,  The  Economist  B.A.T.  pic  and  3L  The 
2000  fellowship  will  consist  of  an  internship  at  the  Financial  Tunes 


30 


FINANCIAL  TIMES  TUESDAY  APRIL  20  1 999 


COMMODITIES  & AGRICULTURE 

Revival  seen  in  commodity  producer  shares 


Cocoa 
contracts  at 
six-year 


By  Stephen  Wyatt  in  Sydney, 
Edward  AMen  In  Toronto  and 
Grata  Stoyn  in  Johannesburg 

The  equity  markets  have 
decided  that  commodities 
have  bottomed.  Sydney. 
Johannesburg  and  Toronto, 
home  to  big  resource  compa- 
nies, are  seeing  a revival  in 
commodity  producer  equities 
as  international  institutions 
scramble  to  correct  their 
underweight  positions. 

The  Australian  All  Ordi- 
naries Index  closed  at  its 
fifth  consecutive  record  high 
yesterday.  driven  by 


India,  the  world's  largest 
producer  and  consumer  of 
sugar,  is  planning  to 
restrict  further  imports  of 
sugar  in  the  current  season 
{October  to  September)  as 
traders  have  already  con- 
tracted for  the  import  of 
over  9- 2m  tonnes. 

According  to  the  Indian 
Sugar  Mills  Association,  the 
arrival  of  nearly  1.4m  tonnes 
of  foreign  sugar  from  the 
contracted  amount  has 
caused  a fall  in  prices  - 
much  to  the  annoyance  of 
domestic  producers. 

“As  huge  imports  are 
made,  despite  plentiful  local 
production,  the  Indian  indus- 
try is  set  to  lose  up  to 
Rsl5bn  (,$351  m)  in  1998-99. 
Indian  sugar  factories,  which 
are  required  by  law  to  give 
40  per  cent  of  their  produc- 
tion to  the  government  at 
well  below  the  cost  of  pro- 
duction for  distribution 
through  ration  shops,  must 
be  able  to  realise  good  prices 
in  the  open  market  to  earn 
profits.  However,  this  is  not 
happening  in  the  current 
year  due  to  imports,"  said 
O.P.  Dhanuka,  of  the  I5MA. 
The  low  prices  and  mount- 


resource  stocks  such  as 
BHP,  Western  Mining  and 
Rio  Tinto.  The  Other  Metals 
Index,  which  represents  base 
metal  stocks,  rose  24  per 
cent  over  the  past  week. 

BHP  reached  ASI7  yester- 
day. its  highest  since  Sep- 
tember 1997  and  up  more 
than  2S  per  cent  over  the 
past  week.  Western  Mining 
Corporation  rose  3G  per  cent 
in  the  past  week  and  MIM 
Holdings  31  per  cent  while 
Rio  Unto  hit  a record  close 
yesterday  of  A$26.13. 

Resource  stocks  in  other 
markets  are  also  strong.  Bet- 


ing  stocks  at  the  factories 
will  restrict  the  industry’s 
ability  to  clear  the  cane  bills 
of  fanners  within  the  stipu- 
lated period  of  two  weeks. 

"Our  record  in  settling 
cane  dues  so  Ear  this  season 
is  satisfactory.  But  the  facto- 
ries are  now  coining  under 
pressure.  Unpaid  bills  cause 
considerable  economic  and 
social  unrest  in  the  captive 
cane  growing  areas  of  sugar 
factories,"  said  an  official. 

Trade  officials  say  that 
while  Pakistan  sold  nearly 
800.000  tonnes  of  sugar  to 
India,  the  other  big  suppliers 
are  China  and  Brazil. 

"Pakistan  gives  a hand- 
some subsidy  to  export.  The 
devaluation  of  the  Real  and 
the  collapse  in  freight  have 
helped  Brazilian  exporters. 
We  don’t  know  much  about 
Chinese  production  costs. 
Thailand  has  now  targeted 
the  Indian  market,  where  it 
has  sold  about  50,000 
tonnes.”  said  Mr  Dhanuka, 

Trade  officials  said  sugar 
imports  for  the  current  sea- 
son must  be  completed  by 
the  end  of  June  as  the  mon- 
soon would  set  in  by  then. 

In  one  year,  the  Indian  fed- 


ting  on  cyclical  stocks  inten- 
sified on  the  Toronto  Stock 
Exchange  last  week  with 
metal,  gold,  forest  product 
and  energy  stocks  largely 
outpacing  price  increases  in 
the  underlying  commodities. 

The  Toronto  metals  com- 
posite index  rose  17.3  per 
cent  while  paper  and  forest 
products  stocks  were  up 
more  than  16  per  cent. 

The  long  drought  for 
resource  stocks  on  the 
Johannesburg  Stock 
Exchange  has  also  come  to 
an  end.  with  investors  pour- 
ing into  platinum,  steel. 


eral  government  raised  tbe 
customs  duty  on  sugar  from 
5 per  cent  to  27.5  per  cent. 
There  is  also  a duty  of  Rs850 
a tonne  to  offset  excise  duty 
on  locally-produced  sugar. 
Even  after  the  revision. 
Indian  import  duty  on  sugar 
is  tbe  lowest  in  tbe  world. 

“From  procurement  of 
cane  to  distribution  of  sugar, 
the  government  exercises 
rigorous  control  over  the 
domestic  industry.  It  is  also 
subject  to  a variety  of  taxes 
besides  excise  duty.  All  this 
makes  importing  a highly 
rewarding  proposition.  But 
the  government  has  seen  our 
point  and  we  expect  the  cus- 
toms duty  to  be  raised  to  at 
least  40  per  cent.”  said  Mr 
Dhanuka. 

“We  also  want  the  govern- 
ment to  requisition  40  per 
cent  of  imported  sugar  for 
public  distribution  at  lower 
than  market  price.  The  other 
distribution  controls  on  the 
local  industry  should  be 
extended  to  imported  sugar. 
We  want  a level  playing  field 
for  the  domestic  Industry.” 
he  added. 

The  imported  sugar  has  a 
cost  advantage  of  more  than 


paper  and  pulp,  chemicals 
and  plastics  shares. 

Demand  for  resources 
stocks.  led  by  foreign  inves- 
tors. has  lifted  the  JSE's  sec- 
tor index  about  18  per  cent 
in  little  more  than  a week. 

Local  fund  managers  were 
caught  by  surprise  by  the 
rush  into  commodity  stocks, 
although  some  shares,  such 
as  steel  producer  Iscor.  have 
been  attracting  foreign  inter- 
est for  some  weeks. 

While  some  argued  that 
tbe  rise  was  due  to  optimism 
that  the  worst  of  the  global 
economic  crisis  has  passed. 


RslJOO  a tonne  over  locally- 
produced  sugar.  This  has  got 
much  tu  do  with  the  rela- 
tively high  cost  of  local  pro- 
duction. 

Experts  say  consolidation 
of  capacity  through  mergers 
will  improve  operational  effi- 
ciency but  the  government 
must  also  give  up  tbe  prac- 
tice Of  fixing  the  minimum 
cane  price,  which  does  not 
take  into  account  the  indus- 
try's capacity  to  pay. 

"Not  only  are  tbe  factories 
paying  high  prices  for  cane, 
but  they  must  also  continue 
with  crushing  until  no  cane 
is  left  in  the  field.  The  recov- 
ery- of  sugar  from  cane  goes 
down  as  tbe  summer  beat 
increases.  But  as  tbe  facto- 
ries cannot  stop  crushing. 


others  warned  that  market 
momentum  has  prompted 
investors  to  push  share 
prices  to  levels  higher  than 
warranted. 

An  analyst  said  resource 
stocks  typically  started  run- 
ning eight  to  12  months 
before  an  upturn  in  the  cycle 
was  expected. 

This  sudden  swing  to 
resourre  stocks  is  by  institu- 
tion*. especially  US  Funds, 
resulting  from  their  view 
that  resource  stocks  have 
fallen  to  such  low  levels  that 
most  or  the  bad  news  about 
the  collapse  in  Asian  growth 


their  production  costs  go  up. 
We  are  not  operating  in  a 
free  environment."  said  Mr 
Dhanuka. 

As  the  controversy  over 
imports  becomes  fierce. 
India  is  to  produce  at  least 
15 -2m  tonnes  of  sugar  in  tbe 
current  year  against  12.86m 
tonnes  in  1997-98. 

Production  would  have 
been  more  but  for  the  fall  in 
the  recovery  of  sugar  in  a 
number  of  cane  growing 
states,  w-hich  received  more 
rain  than  normal  during  the 
last  monsoon. 

The  country  opened  this 
season  with  stocks  of  5.4m 
tonnes.  Imports  are  expected 
to  total  2.5m  tonnes.  After 
providing  for  domestic  con- 
sumption of  14m  tonnes,  the 


and  the  slowdown  in  global 
growth  has  been  discounted. 

"A  remarkable  divergence 
has  emerged  between  the 
views  of  those  actually 
involved  in  the  buying  and 
selling  of  metals  and  institu- 
tional investors.”  said  Jim 
Lennon,  analyst  at  Mac- 
quarie Bank. 

He  points  out  that  the 
trade  has  become  more  nega- 
tive about  1999  demand, 
while  institutional  investors 
have  become  “massively 
more  positive”. 


country  will  have  end  of  sea- 
son stocks  that  will  take 
care  of  domestic  demand  for 
more  than  six  months  in 
1999-2000. 

Mr  Dhanuka  says  sugar 
prices  "will  collapse  next 
year  as  production  will 
breach  the  1995-96  record  of 
16.4m  tonnes.  The  govern- 
ment has  firari  the  minimum 
cane  price  at  such  an  attrac- 
tive level  that  farmers  will 
commit  a lot  of  extra  land  to 
this  plantation  crop  for  the 
next  season". 

Industry  officials  say  India 
can  start  exporting  sugar  if 
it  is  freed  from  all  controls. 
However,  they  also  want 
subsidies  for  exports,  which 
the  government  does  not 
want  to  concede. 


m 

By  Paid  Salman,  Robert  Corzine 
and  Gillian  O'Connor  

Cocoa  futures  are  trading  at 
their  lowest  for  six  years  and 
are  expected  to  take  further 
losses  this  week. 

The  most  actively  traded 
contract  on  the  Loudon 
International  Financial 
Futures  and  Options 
Exchange  has  lost  £200  a 
tonne  since  the  beginning  of 
the  year,  and  is  standing  at 
around  £750.  This  time  last 
year  it  was  at  £1*200. 

Analysts  said  there  was 
little  relief  in  sight,  in  spite 
of  forecasts  that  the  current 
1998-99  season  would  show  a 
world  supply  deficit  of  65.000 
tonnes. 

Many  chocolate  manufac- 
turers, the  main  cocoa  con- 
sumers. are  adopting  a "just- 
in-time”  approach  to  sup- 
plies. “Although  there  has 
been  a statistical  deficit  this 
season,  the  market  is  not 
responding  because  manu- 
facturers have  let  their  cov- 
erage run  down  and  are  not 
baying,'’  said  Judith  Ganes 
at  Merrill  Lynch  in  New 
York. 

In  addition,  exports  from 
Ivory  Coast,  which  supplies 
40  per  cent  of  the  world's 
cocoa,  are  plentiful,  with 
recent  good  weather  boost- 
ing the  crop  outlook. 

Other  leading  cocoa  pro- 
ducers, such  as  Ghana, 
Indonesia  and  Nigeria,  are 
also  expecting  bumper  crops 
this  year. 

Forecasts  for  next  season 
are  even  more  bearish,  with 
some  analysts  predicting  a 
world  surplus  of  about  36,000 
tonnes. 

On  the  demand  side,  Rus- 
sia's economic  problems 
have  depressed  chocolate 
consumption,  and  there  has 
been  a knock-on  effect  at  big 
processing  plants  in  Ger- 
many that  export  to  Russia. 


May  cocoa  aided  at  £756  a 
tonne  yesterday,,  £4  higher 
than  Friday's  close.  - 

Coffee  prices  rose  on 
reports  of  near-freezing'  over- 
night temperatures  to  Brazil 
that  could  damage  coffee 
trees.  Liffe’s  May  robusta 
coffee  closed  at  $1,490  a 
tonne,  up  $13  on  Friday's  fin- 
ish, August  white  sugar  was 
down  90  rants  at  $179  a 
tonne  in  late  trading. 

Oil  prices  continued  their 
upward  trend  yesterday, 
with  the  bellwether  Brent 
Blend  for  June  delivery  hit- 
ting a 15-month  high.  In  late 
trading  on  London’s  Interna- 
tional Petroleum  Exchange 
the  June  Brent  futures  con- 
tract was  quoted  at  $16.02  a 
barrel,  33  cents  up  on  Fri- 
day’s close. 

Brent  was  supported  by 
buying  activity  on  the  New 
York  Mercantile  Exchange, 
where  the  May  and  June 
crude  futures  contracts 
moved  higher  in  response  to 
a refinery  fire  in  Indiana. 

Jet  ftael  prices  in  Europe 
continued  to  firm  as  a result 
of  increased  consumption 
due  to  the  Nato  air  offensive 
over  Yugoslavia. 

With  the  exception  of  tin, 
prices  of  all  the  base  metals 
finished  yesterday  higher  on 
the  London  Metal  Exchange, 
after  a shaky  start 

Sentiment  was  encouraged 
by  the  continued  strength  of 
mining  shares  and  Rudolf 
Wolff's  technical  analysts 
described  the  fund-led  gains 
to  copper  as  “encouraging". 
Aluminium  gained  strength 
from  copper. 

The  gold  price  did  pre- 
cisely nothing  after  Switzer- 
land took  its  first  step 
towards  selling  gold:  the 
afternoon  fur  an  the  London 
bullion  market  was 
unchanged  from  Friday’s 
level.  However,  the  palla- 
dium price  continued  to  rise 
on  fresh  worries  about 
delays  to  Russian  exports. 


Indian  sugar  growers  take 
Delhi  to  task  over  imports 

The  arrival  of  1 .4m  tonnes  has  caused  a fall  in  prices,  much  to 
the  annoyance  of  domestic  producers,  writes  Kunal  Bose 


Bitter-sweet  Imparts  have  a cost  advantage  of  more  than  Rs  1,200  a tonne  over  locally-grown  sugar 


COMMODITIES  PRICES 


BASE  METALS 

LONDON  METAL  EXCHANGE 

{Prices  frara  Amalgamated  Mate  Traanffl 


M A10UBBUM.BBJPtJHnYg prelum 


Crab 

3 rate 

Close 

1X2-3 

1322-3 

Previous 

1295-96 

1310-17 

HgMta 

1334/1311 

AM  Official 

12936-46 

1309-10 

Kuril  ctoa 

1333-4 

Open  Int 

nrt 

ToU  Italy  hirmar 

144.030 

■ ALUMNMI  ALLOT  (S  per  tonne) 

Qrae 

1175-80 

1190-8 

Prevkus 

1173-78 

7190-95 

HtfVtare 

119971190 

AM  Official 

1166-67 

1165-90 

Kero  dose 

1199 

Open  tat. 

n la 

Triri  Uy  turner 

4.956 

■ LEAD  (S  pv  torata) 

Ctase 

5386-96 

532-3 

Previous 

5295-30.5 

531.5-26 

HlBMoir 

539529 

AM  OHIcfad 

527-28 

530-31 

Kart  dose 

530-7 

Opon  tat 

n/3 

Tata  (tally  turnover 

19.411 

■ HCKB.  (S  per  tome! 

Close 

5230-40 

5310-15 

Prevtow 

51B5-K 

5260-65 

HeMtav 

53405425 

AM  Officta 

5230-35 

5310-15 

Kert  (tea 

5335-40 

Open  taL 

rva 

Tool  day  tanover 

32622 

■ TW  (S  per  torn! 

Qosa 

M3O40 

5440-45 

Prerfoue 

545M5 

5455-60 

Ktfitow 

5450/5425 

am  tmeta 

5430-35 

543540 

Kart  bon 

5430-40 

Open  taL 

Bla 

Tool  dab  mibw 

11,612 

■ znc,  apoctal  hffpi  reads  IS  pet  Bmri 

dose 

10356-65 

10546-56 

Prevtaua 

10326-335 

1051-52 

1056/1046 

AM  Oacta 

10276-286 

10476-48 

Kert  dose 

10556 

Open  taL 

nJA 

ro«  data  funner 

37,750 

■ COPf^,  grade  A (S  per  tons) 

Owe 

1504  5-56 

1544-5 

Prevtaua 

1504-05 

1532-33 

Hrtftnv 

1548/1514 

am  ometu 

1492-93 

1523-24 

Kerb  ctaa 

1547 

Open  int 

nra 

Total  Italy  tanner 

115.496 

■ UK  AM  Official  E/S  rata  16143 

LME  Oastag  05  rata  16075 

1.6083  3WO.  1 6073  6 rats  1 SJ77  9 1 6075 


■ HUH  SHADE  COPPER  'CGIEX1 


Sari 

Day% 

Open 

dtpngf 

m 

tew 

vw 

M 

Apr 

70.10 

+ 1.45 

70.15 

6865 

233 

350 

toy 

7U40 

+1.45 

7D.50 

SB.  10 

13.444 

nisi 

Jan 

7060 

+140 

7035 

68.70 

148 

2,150 

Jni 

71.25 

+T.45 

71.40 

6.542 

15.053 

Aug 

71.65 

+160 

7165 

70.70 

20 

1.553 

Sep 

7260 

+160 

71.70 

B9A 

311 

5614 

Total 

20951 

80^60 

PRECIOUS  METALS 


■ LOWHIH  MUON  MARKET 
(Mcaa  supplied  Oy  w M HoQtgJflq) 


taWray  «3 
Close 
Operfno 
Hamng  fix 
Htonm  (be 

oars  Mgo 
Days  Lot 
Rwtoa  doss 


S pm  E opav  SFr  nyiv 

2EL50-2M.OO 
3M.40-ZM.7e 

284:850  175.547  267.403 

2M.2M  175889  2fi7J57 

SMJ0-ZSS.10 
JS340-2HJ0 


Loco  Ldn  Moan  GoM  Landtag  Rate  (Vs  US5) 

1 mam „ — 4.25  6 oamfts 4.11 

2 monte 421  12  monte 371 

3 mate .^.4.18 

Star  Rs  pftray  u.  us  a Mjtfr. 

Spot  313.041  506.500 

9ha  Lmatag  Hates 

t mam 1.75  6 monte .050 

Zmoaa 100  12  ro*sa *25 

3 mate 125 

Sou  Colne  S pH*  £ aquv. 

Krugerrand  285-289  177-179 

New  Sovereign  67-71  41-43 


Precious  Metals  continued 

■ GOLD  CQMEX 1100  Tray  Srtroy  azj 


Sett  Day's  Open 

price  danga  High  tare  Yol  M 

Apr  2841!  +0.7  2840  283.8  18  109 

May  2835  +0.7  47  47 

Jm  2BBJ  +07  288.3  284  B 27.186  1350 

Aug  288.3  +0.7  2880  287.2  338  10.183 

Oct  2902  +05  2335  289.8  643  3079 

Doc  232.1  +0.6  2923  2912  533  1501B 

TOW  23866197X91 

■ PiATMUM  HTMEX  {50  Tray  Srtray  azj 


Apr  3653  +22  366.0  366.0  8 57 

JM  3066  +29  3676  3646  2629  9357 

Oct  3681  +26  - - 162  1377 

Jm  36BJS  +23  - - 1 141 

Total  2300  11332 

■ PAtiAoaea  wmex  noo  irey  m wmt  au 

Jog  38120  +9.70  38360  37360  - 2704 

Sep  37720  +9.70  - - - 257 

Dec  37020  +9.70  128 

ter  36720  +8.70  15 

Total  01  3,102 

■ GajimC0WXj5JMTrayfl^Caaglrayic) 


Apr  516.4  +112  32  167 

Mry  5156  +116  517.0  504.5  11,936  34270 

JM  5174  +168  5165  5076  3608  26325 

See  5169  +107  5260  5096  250  6241 

Dec  5206  +106  5226  5136  343  10.704 

Jan  5133  +106  16 

TOW  15J83  86650 

ENERGY 

M CUBE  0ft.  NffiCf  H.0QP  togfc  SbarrsQ 


Latest  Oafs  Open 

pice  cfcaage  Mgb  baa  Voi  tat 

May  17.77  +0.44  1765  1729  75445  63.156 

Jm  J768  +064  1760  1720  94.165  1E.1K 

M 1765  +028  1769  1727  21668  80,59? 

AW  17.45  +033  17.52  1714  8288  39.882 

Sap  1722  +027  1728  1664  3.785  24236 

Oct  17.10  +022  17.11  1678  2676  21618 

Total  221259827357 

■ BBJ06  0B.  >6  tStaraJl 


Bpn  Oafs  Opae 

price  eSuuga  HP  lore  W M 

■km  1602  +023  1610  1561  20,483  1164k 

JUi  1565  +030  1530  1546  8.731  46453 

Am  - 15.75  1528  3477  18208 

Sap  15.57  +022  1567  1520  1613  13,307 

Oct  15.44  +0.17  1550  1520  315  7647 

tea  1529  +0.10  1529  15.19  33  5687 

Total  oil  n ta 

■ HEATME  0B.  WHS  {42600  US  gate.:  QUS  gate 


Latest  Day's  Open 

price  cftmga  Ugh  tear  Vet  int 
May  4360  +048  44.15  43.15  14.7U6  37268 

Jm  44.15  +048  4465  4365  9.000  30124 

M 4465  +068  4460  4460  4.307  18472 

Aofl  4520  +063  4525  4466  1645  17615 

Sap  4565  +073  4565  4540  526  0809 

Oct  4665  +068  46.70  4660  390  6406 

Total  33205173670 


■ GAB  00.  PE  (Stamoi 


Latest  Day*  Open 

price  donga  Mgb  Lew  Vet  M 

May  132.75  +325  134.00  13000  8613  3960 

tel  134.CU  +360  13560  131.75  4.617  23236 

Jd  13560  +3.00  1 3060  13325  1215  11267 

Aug  13760  +360  137.75  134.75  244  0457 

Sep  13825  +2.75  13925  136.50  453  7.354 

Oct  13960  +S2S  13925  137.7S  216  3.488 

ToW  17600141688 


■ RATURAL  BAS  n {1600  tews  pence  prelum) 

May  9210-0640  9210  9200  85  2235 

•ta  &J9D-a030  9210  9200  55  IfiW 

Total  plh  Vs 

■ RATURAL  BAB  HYMEX 110600  nanBBU  SmmBBl) 


tetaft  wye  Open 

price  change  Kgh  tew  Vo!  U 
May  2.170+0646  2.180  2685  ZBX3  61.405 

Job  2200+0642  2220  2.115  13.753  31.579 

M 2215  +0642  2220  2.140  6.4Z3  22219 

AO0  2220+0631  2230  2.165  3,197  17691 

tap  2225  +0626  2235  2.179  2433  19625 

Oct  2250  +0621  2260  2200  £460  15403 

Total  07238320258 


■ UHEADS3  0AS0UW 

VTMBt  (42600  US  qAl;  eftfl  gate.) 

Latest  Day's  Open 

pin  ctege  Mgb  Lon  Vol  M 

toy  5305  +0.73  5360  5265  17.043  37639 

Jon  5380  +0J1  34.15  5260  9620  28,708 

M 5170  +0.76  53.90  52.90  2.539  19.531 

Aug  5110  +O.70  5320  52.70  1.148  5210 

Sep  52.10  +0.60  5220  5120  790  5.7W 

Oct  5060  +050  9)50  5020  1 2677 

Tom  31,123110672 


GRAINS  AND  OIL  SEEDS 


■ WHEAT  UffE  POO  Banes  E pa  tom*) 


Sett 

Day* 

Open 

pries  dnga 

teat 

voi 

M 

May 

7660 

-045  7725 

76.75 

408 

1.958 

M 

77  80 

-070  7a<5 

7760 

326 

2672 

Sop 

7460 

-060 

- 

- 

168 

Nov 

7860 

-060  76  80 

7660 

50 

3,144 

JM 

7860 

-060  78.75 

78.75 

10 

630 

Mar 

80.20 

-060  8020 

8020 

0 

118 

Total 

800 

8729 

M WHEAT  CBT  eilOQbi  rata;  antsTEOS}  busAei) 

toy 

25265 

-4  25  256.00  250.00 

5668  30.045 

Jet 

26365 

-3.75  266.50  261.00  18.744  64,507 

Sep 

273.75 

-425  276  75  27260 

U10 

7.085 

Doe 

28865 

-360  29200  28665 

1^6  17.956 

Mar 

296.00 

-360  30060  29760 

179 

1873 

toy 

306.00 

-3.00 

- 

5 

20 

Total 

27681  123,866 

■ MAIZE  CBT  &Q00  Du  irtrt  CwCffittJ  twhffi 

SOFTS 


■ COCOA  LIST  no  tones.  Mnonet 


Sett 

Day's 

Open 

price  (tenge 

10* 

tear  Vol  H 

Msy 

750 

-2 

756 

735  2860  33,484 

Jo! 

»7? 

-3 

778 

759  1.413  20637 

Sap 

792 

-5 

798 

780  1.170  30628 

Dec 

820 

-5 

826 

809  008  28640 

Mar 

844 

-6 

849 

837  97  1 8.033 

Mey 

867 

-5 

8W 

863  234  16,710 

Total 

8XT117M79 

■ COCOA  CSCE  (10  tones  Sduneta 

May 

1066 

♦ 12 

1082 

1062  5,466  4.677 

Jul 

1101 

♦11 

1117 

1095  7266  30.380 

S*P 

1133 

+10 

1138 

1125  1,874  11,838 

Dee 

1176 

*8 

7178 

M73  85  8.703 

Mar 

1216 

+8 

1216 

1210  82  8,632 

May 

1241 

+8 

1248 

1244  5 3.953 

Total 

14,733  BBJB3 

n cocoa  pccoi  isroynmat 


MEAT  AND  LIVESTOCK 

81  UWCATTIXOgWOOMaiCgaat^ 


Sett  Day*a  Opes 

Price  change  High  te*  Vd  tat 
Apr  05  650  - 68.175  65.550  5691  10647 

Jm  62600-0.450  03675  62650  9.192  49,788 
-Sag  62625-0.300  82625  01600  2456  JR 783 
Oct  84.125+0625  64.425  63650  1.045  11219 

Dac  65650  - 06275  65650  292  5.771 

Mi  67500+0625  67600  67450  82  2621 

Total  16680  102,762 

■ LBW  BOSS  OK  MCLOPOOre;  emtartffi 


Jm  55025+0550  55625  54600  5678  18615 

JM  56.850  -0.150  57650  51675  1,169  7JW» 

Aug  57.175-0625  57600  57.150  1,256  B.B20 

Oct  55.025  +0675  55650  546S0  . 453  7607 

Dec  54625-0625  55600  54600  316  3,982 

Fab  57500-0600  57600  57500  17  747 

Total  8686  48600 

■ PORK  BB1JB  CME  (40600BJ8:  cantalH 


toy 

22050 

+2J0  221.75  217.75  14^06  80X76 

JM 

22825 

+275  227.75  223.00  22J306121421 

S«P 

22250 

+250  234 JX)  33050 

1JM2  27,437 

Dec 

24100 

+275  243JW  23850  10582 

88.103 

■a r 

25CL50 

+225  25200  249.00 

610 

14.9W 

toy 

254.75 

+200  255  50  25325 

115 

1.403 

TnU 

40,199  341 424 

Ml  BARLEY  UFFE  (100  tames,  t pet  torn) 

Hay 

7525 

-0-2S  7S25  7525 

32 

129 

sw 

73.75 

-0.75 

_ 

45 

tor 

75.75 

-0.75  7600  75.75 

45 

397 

Jaa 

77.75 

-0.75 

- 

20 

Mar 

79.75 

-0.75 

_ 

_ 

Total 

77 

597 

■ SOYABEAKS  CBT  pJOCtai  tag  oarBfiOta  tadrt 


toy 

48800 

♦125  490.75  48400  13.175  43583 

JBJ 

49725 

♦150  499.75  492.50  20.196  56.842 

Aug 

500 25 

+200  50250  49550 

363 

15589 

tap 

502.75 

♦1.75  50500  49900 

237 

7079 

tor 

51225 

-1.00  51450  50750 

3,541 

39037 

Ju 

522.75 

+0.75  52400 

163 

48.75 

Total 

vm  188,117 

■ SOYABEAN  Qfl.  C8T  (SLOOCteL  caitM 

toy 

19.15 

-0.17  1953  19.00 

8062  32.158 

Jtd 

1952 

-0.J1  19  68  1050 

8.B42  «507 

Aag 

19.70 

-0.10  19.7B  1902 

454 

8.955 

Sep 

1958 

-0.06  1952  11K 

141 

8551 

Ott 

I9J95 

-013  3aiQ  19.80 

150 

5526 

DM 

2aa 

-0.16  2055  2105 

946  23.026 

Tow 

19067  134048 

01  80YABEAR  MEAL  C8T  (100  tors  S ton 

toy 

134  9 

♦15  1356  1330 

9.152 

33.162 

JM 

137.0 

+1.4  1375  1350 

6076  33548 

*»g 

138.3 

+1 2 138.7  136.7 

735 

12.054 

tap 

1400 

+15  1402  1380 

533 

9,999 

Oct 

1405 

-15  1410  1390 

231 

5597 

Dm 

144.0 

+13  1450  1424 

1593 

17.196 

total 

18098  112082 

■ POTATOES  UFFE  (20  tames:  £ par  sme) 

toy 

1700 

-200  1795  imo 

17 

79 

Jto 

1800 

-29  D 

- 

. 

tav 

750 

- « 

— 

- 

Mar 

mao 

- 

- 

- 

Apv 

1190 

-10  1195  1180 

56 

321 

Ttrtal 

73 

400 

■ HBGHT  (BffFEXI  LffFE  (SltKnflex  ptOT) 

Apr 

340 

+10  940  930 

28 

1006 

toy 

950 

+5  950  945 

18 

397 

Jn 

890 

*5 

4 

JM 

860 

*20  m m 

2 

559 

Ott 

960 

- 

_ 

456 

Tttal 

48 

2474 

Qoce 

Prw 

BH 

atm 

887 

PULP  AND  PAPER 

■ purex  0*0  (US&  24  * Oy  teJSl 

Set! 

to* 

Open 

price  ctaage  fitgft  tare 

ftf 

U 

Jap 

47200 

- 47100  47200 

20 

5S2 

tap 

49200 

-300  49600  49200 

11 

175 

Total 

FUTURES  BATA 

/a  Mae*  Ob  by  CMS. 


Apr  19  Price  Prey,  day 

Daily 894.32  90253 

IB  lanrtt  LffPE  (5  tafias.  Sricrwat 


Hay 

1490 

+13 

1495 

1470  1023  24.140 

JM 

1485 

+10 

1480 

1470  1058  22J09 

tap 

1499 

+B 

1502 

1486  821  8,392 

No* 

1513 

+8 

1515 

1509  30  2087 

Jan 

1516 

+6 

_ 

- 728 

Mar 

1518 

+4 

- 

- 155 

Total  4532  88619 

■ WJWU:  ‘C  CSCE  P7.50CQB.  cana/la) 


May  102.10  +2.60  103  75  100  00  4.532  9.973 

JM  10325  +260  10665  101.30  6,112  27603 

Sap  105.10  +260  10605  103.70  572  8.188 

On  107  50  +2.45  106.50  10660  303  4607 

Mar  10940  +245  109  35  10750  25  1.744 

Hay  111.05  +2.35  111.10  109.70  13  315 

Tote  11,844  46,760 

H COHit  PCD)  fJS  cata'pate] 


Apr  19  Pray,  day 

Comp-  daily 85 15  8461 

I5dqr amage 8861  8821 

■ BRUTE  SUGAR  LfFECO  tomes:  Steal 


Aog  178.7  -12  1829  1790  860  25259 

(tat  1805  -0.9  184.0  1802  550  11.936 

Dee  1825  -12  1855  1836  81  5,470 

Mar  1906  -14  1936  191.5  82  3209 

Kay  190.7  -56  - - - 1562 

Total  1673  <7585 

■ SII9AR  If  CSCE  (1120OOte  cretotffi 


May  5.10  -003  515  5 06  9.034  30.743 

JM  4.79  -a 05  465  4.7511648  74.413 

Oct  524  -008  533  521  1654  41310 

Mar  584  -068  5.95  561  1.742  23664 

May  592  -068  503  596  9 3.675 

JM  662  -068  612  6.12  7 2461 

Total  23298117^40 

■ WH  IUM  HYCE  15060883;  estate) 


May  5652  -1.17  50.05  564010658  15.113 

M 5777  -063  5BJ0  57.4011290  21.413 

Oct  5823  -067  5920  57.70  92  1.864 

Dec  5862  -048  5935  5850  1490  16.922 

Mar  » 73  -042  «U5  50.75  151  I486 

May  6025  -0.75  6160  6095  25  1275 

Total  23,106  B0JXQ 

■ OMIBE  JBCE  WEE  fTSJOOfcs:  cattoj 


Mey  65.15  +460  6660  81.30  4,198  13639 

Jul  84.10  +465  8445  8060  4.436  9.739 

Sep  85.10  -4.60  8550  8160  848  3604 

Bay  8630  +425  0765  B360  146  3.139 

Jaa  87  40  +igo  8825  8760  53  2,483 

tor  88.40  *135  89.00  BOO  1 312 

Total  9,882  33408 


VOLUME  DATA 

Open  Mens!  vd  Vokne  data  risen  hr  ectfsOs 
traded  on  COUEX.  NVNEX  C8T.  NTCE.  OE.  CSCE 
and  Iff  Ciufe  00  are  one  my  b areas  Vttune  6 
Open  wares:  u as  are  tar  al  traded  monte. 


INDICES 


Minor  Metals  tram  Metal  BiAttn 
European  free  market  $ per  pound  in 
warehouse.  Antimony:  99.6695,  $ per 
tame.  1ZXMJ40  {1250-1,350).  Bemriti: 
M8  Free  MfcL  365-360  {3.15-325).  C*d- 
RUunc  rata  996596.  cents  a pound.  20-24. 
Cobalt:  S per  pond.  min.  898%,  15.60- 
18.50.  min.  89  3%.  1320-14.30  (13.50- 
146(9,  Mercury:  nun.  9969%.  S per  76 
pound  flask,  135-143  Molybdenum: 
Oiaianed  molybcSc  oxide,  2.60-2.68  (2.70- 
26(8.  Oden  him:  min.  99.5%,  1.70-2.60 
ft 60-2401.  Tungsten  eras  8 per  tgmw, 
33-44.  Uranhnn:  Nuoxco.  unrestricted 
exchange  value  8.50.  Vanadium:  min. 

m ^2,05.12.03^^. 


■ Rautan  I6a»  1 BA/31  - 100) 

Apr  19 

Apr » me stage 

13340 

1335.9  1374J 

1B4&5 

■ CRB  FnteM  IBsft  1967  = 100! 

Apr  IE 

Apr  15  nA  ago 

jnrafta 

18922 

18839 

■ 6SCJ  Spot  (Base  1970  = 10Q> 

Apr  IB 

Apr  is  taeoffi  ago 

juarago 

155.73 

154.18  142.42 

169  JZ 

UE  WAftatOUSE  STOCKS  pDtBM^ 

Ataman 

-4000  ID 

795025 

Mann  toy 

-Ko  a 

85.140 

Coopt! 

+1AOO  a 

742.750 

Lae 

-125  a 

10400 

auai 

+198  a 

81010 

2W 

-725  a 

318J0Q 

TU 

+580  le 

9030 

toy 

55.175  -0025  57000  55050  1063 

2007 

Jut 

55.925-0025  57000  55000 

391 

1028 

Aog 

54.725  +0025  57000  54.700 

94 

488 

Total 

1061 

5,138 

LONDON  TRADED  OPTIONS 

SMt  price  S tone  —Cab—  — Mi  — 
I AilBBMUM 


(99.7%)  LME 

Jon 

Sap 

JMI 

Sap 

1250 

85 

109 

56 

78 

1300 _ .. 

51 

77 

86 

104 

1350...  __  ._  — 

26 

52 

122 

138 

■ copra 

(Grade  A)  LME 

Jui 

Sep 

0*1 

Sap 

1560 ..  ...  ...... 

50 

96 

56 

7B 

1600 

30 

74 

88 

104 

1650  . 

17 

55 

122 

135 

■ COFFEE  LFFE 

May 

JM 

May 

JM 

1450 

292 

42 

1 

2 

1500  -.  _ 

242 

8 

1 

16 

1550 — . 

192 

1 

1 

61 

■ COCOA  LFFE 

May 

JM 

May 

Jul 

775  

3 

33 

28 

36 

800 

1 

23 

51 

51 

825 

1 

15 

75 

68 

■ BREST  CRUDE  PE 

Jun 

JM 

Jua 

JM 

1400  

182 

. 

10 

. 

1450  .... 

136 

(43 

16 

. 

1500  . . 

>12 

118 

31 

- 

LONDON  SPOT  MARKETS 

■ CRUDE  OE- FOB  (perUral) 


+or- 


OiM  $1561-521  +048 

Brent  Blend  (iteafi  SIB. 04 -669  +0395 

Brent  Stand  (Ai*  5(664-669  +640 

W.TA  S176&-7.7CK  +034 

■ OH.  PRODUCTS  prompt  deBtery  CF  {tamg) 


itaeaderi  Guotaie  * 

SI  66-169 

+2 

Gas  01 

SI  33*134 

+30 

Heavy  Fuel  OB 

S71-73 

Napntta 

SI  40-142 

+2 

Jatfud 

SI 63-164 

+4 

□teal 

S144-145 

+4 

■ NATURAL  6AS  ftou/tm) 

Bacon  Mm) 

9.18-900 

•0085 

Mofentot  T*  Mm  tatrtl  3B  8792 

■ OTHER 

GoH  per  Wf  o3* 

S283.7S 

-run 

State  Qnr  any  <£>$ 

50500 

+050 

Pteturo  (per  tray  azj 

S3650O 

+300 

Pffiasun  per  Bvy  qz.) 

S3790O 

+800 

«n*r 

71.0c 

lead  (US  prat) 

45.00C 

Tm  fKuto  Uanpwi 

19.72T 

Tai  {tore  YflrW 

2505 

Cask  pw  we*gnq 

92J1p 

♦0.56- 

Steep  (tv?  wiglfl 

9902p 

-10T 

PlgB  $k  welpot 

6109p 

•TJ8" 

Lot  oty  augs  m 

SI  4120 

+300 

Lui.  day  sow  frrte) 

Si  9400 

+100 

arty  £ng.  teeS 

Una 

Mala  {OS  Na3  YBfewi 

E95.00 

mm  {US  Dart  North) 

£12000 

-10 

Ruttw^tayjtf 

42.00p 

RoDbar 

42.50P 

Ruaw  (URSStal) 

222 00m 

+100 

cocou  on  (Pta)§ 

8*9.0 

-100 

Paffn  OB 

4950y 

+70 

Copra 

50001 

+50 

Sey£wB{LS 

14 QjOt 

CbOoi  OteoakA1  kdn 

5700 

wacrtca  (64a  Sow) 

302p 

tpei 


Hsartan  nemo  i itate 


iOf 

t 


y ita.  x jbl  ftwbi  njtaiL 

taa  ‘ Ooga  aa  atak.  Tteta 
re  tan  m eat  raae 


JOTTER  PAD 


For  solutions  to  today’s  crossword  call  0906  843  0060. 
Calls  cost  BOp  a mirmtp, 


CROSSWORD 


No.9,966  Set  by  ORENSE 


ACROSS 

1 Cooked  it  with  apples  and 
reduced  pulse  (5.3) 

S The  others  eat  dad’s  dinner 
(6) 

9 “Ring"  to  rhyme  with 
“when"  abroad  (8) 

10  Best  one  in  university 
article  achieving  state  of 
perfection  (6) 

11  Service  provider’s  add-on 
extra  (8) 

12  Chronicle  alert  to  change 
to  first  edition  (6) 

14  Regardless  of  article  on 
high  overheads  (2,3,5) 

18  Herb  s two  boys  chasing 
money  (10) 

22  One  doesn't  count  negative 
force  (6) 

23  When  to  strike  out  a sign  of 
omission  (6) 

24  Engagement  one  found  in 
part  of  London  (6) 

26  Pebbledasher?  (8) 

26  Row  about  identity 
becomes  clearer  (6) 

27  Person  waling  to  try  new 
rota  (8) 


DOWN 

1 Soak  up  the  smell  in  the 
garden  of  England  (6) 

2 Scot's  small  return  In  gam* 
ble  giving  room  to  manoeu- 
vre (6) 

3 New  suits  with  English 
material  (6) 

4 Larks  about  in  great  joy 

6 Establish  one’s  position  in 
church,  following  distribu- 
tion of  tenner  (8) 

7 Cheers  article  on  behalf  of 

o “I?  employment  (8) 

8 Trader  becoming  disheart- 
ened and  against  sideways 
move  (8) 

13  A new  start  for  doctor  seen 
at  call  (55) 

15  Frank  found  mine,  for 
example  (44) 

16  Continuing  to  play  a bad 
tune  (8) 

17  Said  to  have  done  wrong, 
and,  moreover,  showing 
sign  of  sickness  (8) 

19  Take  back  diatribe  that 
absorbs  community  (6) 

28  Note  to  compose  tune  for 
dance  (6) 

21  Blade  Runner’s  awkward 
task  - executing  her  <6) 


on  Saturday  May  1. 
on  Monday  May  3. 
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LONDON  STOCK  EXCHANGE 


' ft 


FTSE  100  and  All-Share  indices  hit  new  highs 


FTSE  Airaum  info 


MAJ^REFW 

By  Steve  Thompson, 

UK  Stock  Market  Editor 

It  was  another  session  of 
sparkling  all-round  gains  for 
London’s  equity  market  yes- 
terday. 

The  TTSE  100  index  fin- 
ished the  day  at  a record 
closing  high  and  looked  set 
fair  to  launch  another  attack 
on  its  intraday  high  - 
6.539.9.  The  FTSE  250  and 
Small  Cap  indices  crept  ever 
closer  to  their  peaks. 

A stunning  advance  by 
Wall  Street  - where  the  Dow 
Jones  Industrial  Average 

Standard 
presents 
its  case 

jWMPMIKRffpRT 

By  Peter  John  and  Marlin  Brice 

Standard  Chartered  led  the 
banking  sector  higher  as 
investors  moved  into  the 
. stock  at  the  start  of  a week 
of  presentations  to  the  UK’s 
biggest  institutions. 

Eleven  funds,  most  of 
which  own  more  than  2 per 
cent  of  the  bank's  shares, 
paid  to  send  representatives 
out  to  Hong  Kong  at  the 
weekend. 

A gruelling  schedule, 
which  began  on  Sunday 
evening,  continued  yester- 
day with  seven  events 
including  talks  on  risk  in 
China  and  an  appraisal  of 
corporate  banking  in  Hong 
Kong. 

The  programme  moves  to 
Singapore  on  Wednesday. 
While  it  was  too  early  for 
any  solid  fundamental  news 
to  filter  back  to  the  dealing 
desks,  most  brokers  expected 
any  reports  from  the  com- 
pany to  be  positive  rather 
than  negative. 

The  shares  have  virtually 
recovered  all  their  losses  suf- 
fered during  the  Asian  eco- 
nomic crisis.  However,  the 
stock  is  still  seen  as  one  of 
the  market’s  prime  cyclical 
recovery  plays. 

Standard  Chartered  rose 
43%  to  £10-99%,  helped  by 
strong  gains  in  Hong  Kong’s 


shot  up  more  than  200  points 
not  long  after  US  trading 
began  - saw  the  FTSE  100 
move  into  overdrive,  finish- 
ing 94.7  higher  at  a closing 
record  of  6,513.3. 

And  the  broader  FTSE  All- 
Share  index,  which  briefly 
moved  through  the  3,000 
level  last  Wednesday  before 
slipping  back,  surged  to 
close  above  that  mark  for 
the  first  time,  reaching  a 
record  intraday  and  dosing 
figure  of  3,010.25,  up  40.5  or 
1.4  per  cent 

Some  market  strategists 
warned  that  the  markets 
may  have  become  over- 
heated. Richard  Jeffrey  at 


Hang  Seng  index.  By  com- 
parison HSBC,  which  hit  a 
new  high  in  Hong  Kong, 
gained  28  to  £23.03.  HSBC 
has  outperformed  the  FTSE 
All-Share  index  by  22.1  per 
cent  this  year. 

Banking  stocks  were 
driven  by  the  strong  perfor- 
mance in  the  US,  which  was 
helped  In  turn  by  well- 
received  figures  from  Citi- 
group, the  US  bank. 

Analysts  said  the  discount 
to  the  market  at  which 
banks  normally  trade  was 
beginning  to  look  unjustif- 
ied. particularly  if  there  was 
□o  economic  downturn. 

Barclays  benefited  from 
weekend  press  reports  that 


CCF  Charterhouse  said: 
"There  has  to  be  an  underly- 
ing fear  that  markets  are 
now  more  momentum  driven 
- ratings  are  too  extreme." 

Continuing  the  pattern  of 
recent  sessions,  the  FTSE 
250  index  took  the  honours 
for  outperiormance  during 
the  early  part  of  the  day, 
with  the  second-liners 
attracting  a fresh  burst  of 
support  as  the  cyclical 
stocks  remained  the  focus  of 
attention. 

At  the  close,  the  mid-cap 
index  was  53.2  higher  at 
5.849.4,  its  fifth  straight  win- 
ning performance  and  a gain 
of  290.5  or  5.2  per  cent  dur- 


chewed  over  the  prospect  of 
a merger  with  Royal  Bank  of 
Scotland.  Barclays  rose  44  to 
£19.42  and  RBoS  33  to  £14.75. 
NatWest  was  up  49  at  £15.96 
and  Lloyds  TSB  36  at  £10.03. 

Composite  insurer  CGU 
fell  11%  to  stand  at  977p  as 
David  Hudson,  newly 
arrived  at  HSBC  Securities 
from  Credit  Lyonnais  Laing, 
downgraded  the  stock  to 
“reduce"  from  “hold”. 

Mr  Hudson  said:  >rWe  are 
under  the  impression  that 
the  momentum  for  recovery 
in  the  UK  for  general  insur- 
ance has  been  choked  off 
recently". 

Norwich  Union  shed  3*i  to 
456p  as  the  market  reacted 
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| STOCK  MARKET  TRADING  DATA  • | 

Apr  19 

Apr  16 

Apr  15 

Apr  14 

Mr  13 

V ago 

SEA0  lugPn 

102587 

109539 

91.736 

87538 

64.384 

60548 

Eqiity  turnover  (Emit 

5845.4 

5163.1 

4572.7 

45365 

2569.9 

Equity  tnugakst 

81,736 

74562 

71.455 

72.358 

52522 

Shares  traded  (m)t 

1398.7 

11465 

11275 

0945 

7052 

ToU  nvrtal  baroabBt 

108.140 

S3JXH 

87,970 

88.923 

- 

Total  tunomr  (Emit 

83415 

74185 

68655 

6623.3 

. 

ToM  sin  traded  tout 

14905* 

16245 

15605 

15425 

14345 

- 

TndfljnM  lurrewer  CM 

265 

38.6 

335 

30.6 

39 3 

19.9 

TiadepoM  Pn  tradedfmj 

115 
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115 

115 
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tEofedns  Hn-oaM  m i 


■ Landoo  market  data 
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Total  Rteee 

1587 

Total  Hghs 
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ing  that  time.  Not  to  be  out- 
done, the  FTSE  SmallCap 
leapt  22.5  to  2.4S9.6.  also  a 
fifth  consecutive  gain,  a win- 
ning streak  during  which  it 
has  risen  71.74  or  3 per  cent. 

Once  again  the  market 
was  driven  ahead  by  take- 
over news  and  speculation 
that  spread  across  many  of 
the  market’s  sectors,  includ- 
ing food  retailers,  telecoms, 
banks  and  leisure. 

Adding  to  the  positive 
mood  was  news  of  more 
companies  returning  cash  to 
shareholders,  with  Inchcape 
proposing  a loop -a -share  spe- 
cial dividend  totalling 
£530m,  and  Associated  Brit- 


ish Foods  handing  back 
£44Sm  via  a 50p^-share  spe- 
cial dividend. 

Lehman  Brothers  also 
helped  fuel  London's  uptick. 
The  broker  increased  its  rec- 
ommended exposure  to  the 
UK  stock  market  to  14  per 
cent  from  13  per  cent. 

Lehman  said:  “The  recov- 
ery in  the  balance  of  earn- 
ings revisions  is  stronger  in 
the  UK  than  elsewhere  in 
the  industrialised  world. 
Having  recently  removed  the 
prospect  of  rate  cuts  in  the 
US.  the  UK  stands  alone  as 
the  only  major  equity  mar- 
ket that  will  be  supported  by- 
falling  short  and  long  rates.” 


Best  and  worst  perfuming  FTSE  sectors 
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cautiously  to  new  business 
figures  for  the  first  quarter 
of  1999.  Although  new  life 
and  pension  sales  rose  32  per 
cent,  analysts  were  unim- 
pressed by  tbe  change  in 
business  mix,  which  is  likely 
to  see  Calling  margins. 

Oils  shot  higher  as  the 
move  to  cyclicals  coincided 
with  a growing  Balkan  war 
premium  and  a savage 
squeeze  in  the  sector. 

The  underlying  price  of 
the  most  representative  oil 
future  broke  briefly  though 
$16.00  a barrel  and  dealers 
said  the  price  of  jet  fuel  had 
jumped  from  $125  a tonne  in 
March  to  $145  a tonne  yester- 
day, partly  because  of  the 
Kosovo  conflict. 

“I  think  this  rally  has  been 
brutal  after  so  much  under- 
performance.  It  has  left  some 
analysts  traumatised,”  said 
one  trader. 

Crude  oil  prices  dropped 
below  $10  a barrel  at  the  end 
of  last  year,  with  some  of  the 
more  bearish  oil  company 
analysts  predicting  a strug- 
gle Tor  survival  for  some  of 
the  e&p  stocks. 

BP.  which  will  represent 
10  per  cent  of  tbe  Footsie 
wben  the  takeover  of  Atlan- 
tic Richfield  goes  through 


and  in  which  many  institu- 
tions are  still  fundamentally 
underweight,  jumped  57‘«  to 
£11.82' t.  The  stock  has 
already  overshot  most  ana- 
lysts’ year-end  share-price 
targets  and  many  brokers 
are  believed  to  be  re-examin- 
ing their  forecasts. 

Shell  Transport  rose  13  to 
457'  ip  despite  going  ex  an  8p 
dividend.  The  rally  was  also 
marked  among  the  explora- 
tion and  production  stocks. 
British-Borneo  led  the  FTSE 
250  with  a rise  of  20  to 
172*. ip.  Enterprise  rose  38  to 
423p  and  Lasmo  7N  to  142p. 

Retail  buyers 

The  prospect  of  more  take- 
overs and  mergers  was  at 
the  forefront  of  investors' 
attention  as  the  bigger 
retailers  saw  very  heavy  vol- 
ume. Asda.  the  object  of 
Kingfisher's  ardour,  was  off 
5 at  UKftp  as  26m  were  dealt, 
while  its  suitor  was  off  more 
than  5 per  cent  or  44  at  796p. 

The  terms  of  the  merger, 
which  will  leave  sharehold- 
ers in  Kingfisher  with  66.33 
per  cent  of  the  new  group, 
valued  Asda  shares  at  182p. 
They  closed  at  a premium  of 
6.4  per  cent  to  that  estimate. 

Analysts  suggested  the 
deal  was  prompted  by  fears 
that  European  retailing  was 
about  to  be  changed  by  the 
entrance  of  US  stores  group 
Wal-Mart,  and  the  premium 
to  the  offer  at  which  Asda 
shares  traded  suggested 
investors  hoped  for  the 
entrance  of  another  bidder. 

Elsewhere  in  the  retailing 


But  it  was  Wall  Street’s 
latest  advance  that  gave  the 
biggest  boost  to  sentiment, 
following  up  last  Friday's  31- 
point  gain,  which  saw  the 
Dow  Jones  Industrial  Aver- 
age hit  its  fifth  consecutive 
closing  high. 

The  day's  UK  economic 
news  - headline  output 
prices  came  in  stronger  than 
expected  but  core  prices 
were  below  forecasts  - had 
little  impact. 

Turnover  expanded  to 
i.49bn  shares,  boosted  by  a 
15  per  cent  share  buyback 
carried  out  by  Tomkins, 
which  accounted  for  around 
170m  shares. 


sector  J Sainsbury  rose  24!* 

to  4i5p  in  10m  traded,  while 
Tesco  was  off  ll'=  at  180p  as 
14m  were  dealt. 

Speculation  that  Marks 
and  Spencer  was  tbe  target 
of  Warren  Buffett’s  attention 
did  the  rounds  again  as  the 
retailer  said  it  would  try  to 
discover  the  underlying 
holders  of  a 3 per  cent  stake 
bought  by  Brandes  Invest- 
ment Partners,  a US  invest- 
ment bank. 

Brandes  said  in  morning 
trading  It  had  85.6m  shares 
in  M&S,  which  was  down  12p 
in  the  morning  but  closed  up 
UH'j  at  433V,p.  it  later  said  it 
had  no  connection  with  Mr 
Buffett. 

Offshore  Tool  & Energy 
unveiled  its  first  results 
since  joining  Aim  in  Novem- 
ber and  said  the  low  oil  price 
had  affected  it  in  January 
and  February  but  activity 
had  picked  up  significantly 
in  March  and  April.  The 
stock  was  the  best  performer 
in  the  market,  gaining  35  per 
cent  or  3 to  11 ‘/ip. 

Leading  information  tech- 
nology stocks  were  again 
among  the  worst  performers, 
as  investors  switched  from 
highly  rated  shares  into  the 
lowly  rated  cyclical  stocks 
that  have  so  firmly  returned 
to  favour. 

Some  analysts  are  said  to 
believe  the  party  is  over  and 
the  high  ratings  these  stocks 
once  enjoyed  may  not  be 
seen  again. 

CMG,  the  IT  consultancy 
and  services  group,  was  off 
60  at  £16.20.  In  common  with 
some  other  highly  rated 
stocks,  it  has  suffered  a sub- 
stantial de-rating. 

At  Hil«  level  it  stood  at 
about  40  times  next  year’s 
forecast  earnings,  down  from 
the  50  times  earnings  at 
which  it  traded  earlier  this 
year. 

It  has  underperformed  the 
market  by  20  per  cent  since 
the  start  of  the  year. 

Sage  was  off  57%  at 
£21.17%,  compounding  Its  12 
per  cent  underperformance 
suffered  in  the  past  month. 
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STOCK 


MARKETS 


Wall  Street  gains  put  euro  worries  in  shade 


EMERGING  MARKET  FOCUS 


the  close  of  the  European 


WPM.S^- b^Jingdayf  and  it  allowed 

A powerful  opening  on  Wall  most  bourses  to  brush  aside 


Street,  merger  moves  in 
Europe  and  an  interest  rate 
cut  in  Asia  kept  the  mood  of 
the  equity  markets  deter- 
minedly upbeat  yesterday, 
writes  Jeffrey  Brown . 

US  equities  were  nearly  2 
per  cent  higher  on  the  Dow 
Jones  Industrial  Average  at 


any  worries  about  the  euro, 
which  sagged  to  another 
record  low  against  the 
dollar. 

Frankfurt  rose  2.1  per  cent 
to  more  than  recover.  In  one 
bound,  the  net  82-point  slide 
on  the  Xetra  Bax  over  the 
three  previous  sessions. 


Paris,  constrained  by  a 5.4 
per  cent  sell-off  at  market 
heavyweight  France  Tele- 
com. ended  1.8  per  cent 
higher. 

A number  of  brokers 
turned  more  positive  on 
euro*zone  shares,  notably 
Lehman  Brothers,  which 
lifted  its  European  exposure 
at  the  expense  of  Asia.  But, 
once  again,  it  was  mostly 


Wall  Street  that  stamped  its 
mark  on  the  day. 

Late  on  Friday,  l/B/E/S. 
the  information  company, 
issued  a particularly  bullish 
report  that  fuelled  the  talk 
building  up  about  bumper 
first -quarter  earnings. 

On  the  evidence  or  roughly 
a quarter  of  the  constituents 
of  the  Standard  & Poor's  500 
index  to  have  reported  so 


far.  I'B/E/S  says:  “We  believe 
this  quarter  is  tracking 
towards  the  strongest  earn- 
ings surprise  since  the  first 
quarter  of  1995- 
"ft  appears  that  Ql  1999 
earnings  growth  will  be  bet- 
ter than  6 per  cent  on  a year- 
on-year  basis." 

Not  for  the  first  time, 
Tokyo  was  the  odd  man  out 
on  a day  of  unashamed 


euphoria,  slipping  more  than 
1 per  cent  In  contrast.  Bong 
Kong  gained  22  per  cent 
while  both  Seoul  and  Manila 
surged  more  than  5 per  cent. 

Manila  climbed  to  a 20- 
month  peak  in  some  of  the 
heaviest  trading  of  the  year, 
driven  by  capital  inflows 
which  allowed  the  central 
bank  to  reduce  Interest  rates 
for  the  10th  time  this  year. 
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AHEnirac  rose  7 per  cent  or  $4 '4  to 

$59%  and  chemicals  com- 


Bulllsh  momentum  swept 
blue  chips  higher  on  Wall 
Street  at  midday  as  Investors 
shifted  from  the  technology 
sector  into  cyclical  and 
financial  stocks,  writes  John 
Labette  in  New  York. 

The  Dow  Jones  Industrial 
Average  was  carried  89 
points  higher  in  early  after- 
noon trading,  a rise  of  0.85 
per  cent,  to  10,582.92  - which 
represented  a substantial 
pull-back  alter  being  as  high 
as  10,765,74  at  one  stage. 
Those  gains  came  at  the 
expense  of  the  Nasdaq  com- 
posite Index,  which  fen  76430 
or  3.09  per  cent  to  2,407.24. 
The  Standard  & Poor's  500 
Index  turned  back  from 
early  gains  and  fell  8426  or 
0.63  per  cent  to  1,310.74  in 
the  early  afternoon. 

Last  week's  trend  in 
favour  of  cyclical  and  indus- 
trial shares  continued  yes- 
terday but  other  factors 
helped  to  broaden  out  the 
buying,  including  earnings 
figures  by  several  major 
banks. 

Citigroup,  a Dow  member, 
was  up  $4%  or  5.9  per  cent  to 
$75%  after  reporting  a strong 
quarter.  BankAmerica  rose 
$2fi  to  $75$  after  reporting 
Its  own  strong  rise  in  earn- 
ings. 

The  breadth  of  buying  was 
surprisingly  strong  as  ana- 
lysts saw  gains  in  the  mid- 
cap  and  small-cap  stocks.  By 
early  afternoon,  advancing 
stocks  outnumbered  decli- 
nes on  the  NYSE  by  a mar- 
gin of  more  than  3 to  1. 

Cyclical  shares  in  the  Dow 
continued  to  rebound  from 
months  of  weakness  on  the 
prospect  of  better  global  eco- 
nomic growth  in  the  coming 
months.  International  Paper 


pany  Union  Carbide  gained 
$2$  or  more  than  5 per  cent 
to  $55*. 

Internet  stocks  sold  off 
sharply,  with  Amazon.com 
down  $24  or  12.6  per  cent  to 
$168  and  America  Online  oft 
S16jV  to  $126%.  Semiconduc- 
tor producers  and  computer 
makers  were  mostly  lower. 
Compaq  Computer,  which 
announced  a senior  manage- 
ment  shake-up,  was  down  $& 
to  S23£. 

Motor  stocks  were  up  on 
the  day.  with  Ford  Motor 
gaining  $2£  to  $67%.  Dana 
Corporation  rose  $4%  or 
more  than  9 per  cent  to  $51  fi 
after  It  announced  a stock 
buyback  programme  follow- 
ing the  release  of  its  quar- 
terly results. 

TORONTO  climbed  on  the 
back  of  rising  resource 
shares,  with  Wall  Street  also 
providing  support.  The  TSE- 
300  composite  index  was  20.7 
ahead  by  midsession  at 
7.0334)0  in  volume  of  almost 
50m  shares. 

Twelve  of  the  market's  14 
sub-indices  opened  higher, 
led  by  a 2 per  cent  rise  in  the 
and  minerals  group 
and  a 1.6  per  cent  advance  in 
the  oil  and  gas  group. 

The  paper  and  forest  prod- 
ucts group  and  the  gold  and 
precious  minerals  sector  also 
displayed  early  promise. 

Analysts  noted  that  Inves- 
tors were  starting  to  move 
back  into  cyclical  stocks, 
such  as  resources,  as  there  is 
optimism  that  Asia's  eco- 
nomic problems  are  starting 
to  wane. 

Alcan  Aluminium  put  on 
85  cents  to  C$44.95  and  gold 
producer  Placer  Dome 
traded  20  cents  higher  at 
C$18.85. 


European  markets  rallied 

sharply  yesterday,  tracking 
a robust  Wall  Street  and 
regaining  strength  after  sev- 
eral days  of  consolidation. 

Oil  and  gas  issues  were 
stronger  following  a rise  in 
oil  prices  while  Oslo  and 
Copenhagen,  heavily  depen- 
dent on  oil.  posted  solid 
gains.  Telecoms,  however, 
were  weaker  as  investors 
thought  a projected  merger 
between  Telecom  Italia  and 
Deutsche  Telekom  was  fac- 
ing substantial  regulator)' 
obstacles. 

The  FTSE  Eurobloc  100  ... the  shipping 

For  full  FTSE  European  Indices 
see  Euro  Markets  page. 

closed  17.13  or  1.6  per  cent  in  the  European  telecoms 

higher  at  1,068.10.  The  FTSE  fears  the  company  could  be  sector  continued  to  wash 


index,  which  covers  leading 
companies  in  the  euro-zone. 


group  as  an 
undervalued  cyclical. 

The  takeover  speculation 
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SAO  PAULO  stormed  ahead 
in  early  trading  as  investors 
took  their  cue  from  the  pow- 
erful start  on  Wall  Street 

By  midsession,  the  bench- 
mark Bovespa  index  was  hit- 
ting fresh  1999  highs  with  a 
gain  of  302  or  2.8  per  cent  at 
11,731. 

MEXICO  CITY  pushed 
deeper  into  record-breaking 
territory.  Up  66  points  on 
Friday,  the  IPC  index  was  a 
further  106^8  or  Lfl  per  cent 
higher  at  5.662.97  at  midses- 
sion  as  the  recent  buying 
wave  broadened  under  the 
impact  of  strong  capital 


Eurotop  100.  covering  coun- 
tries inside  and  outside  eco- 
nomic and  monetary  union, 
climbed  46.94  to  3,024.28. 
while  the  broader  FTSE 
Eurotop  300  settled  18.33 
higher  at  1.307.47. 

FRANKFURT  finished 
within  a whisker  - 2.8  points 
- of  its  session  best,  adding 
109.38  or  2.1  per  cent  on  the 
Xetra  Dax  index  at  54552.40. 

Karstadt.  a strong  market 
lately  on  persistent  talk  of 
corporate  activity,  shot 
ahead  on  news  that  it  was  in 
talks  with  Quelle,  the  pri- 
vately owned  mail-order 
giant.  Against  a session  best 
of  €405,  the  stock  ended  up 
€40.50  or  11  per  cent  at 
€406.50. 

Deutsche  Telekom  main- 
tained a fairly  discreet  stock 
market  profile  in  the  face  of 
rumour  and  counter-rumour 
about  the  group's  plans  for  a 
merger  with  Telecom  Italia 
and  possible  bid  for  Sprint 
the  US  carrier  in  which  it 
has  a 10  per  cent  stake.  The 
shares  eased  25  cents  to 
€37.90. 

Thyssen-Krupp  recovered 
early  falls  following  a down- 
beat  trading  statement  The 
steel  leader  ended  45  cents 
better  at  €21.46.  Siemens 
jumped  €3.08  to  €67.38  on 
disposal  talk. 

PARIS  resumed  its  rise 
after  a pause  last  week, 
helped  by  Wall  Street's 
sharp  gains  In  early  trading. 

The  rise  in  the  CAC-40,  up 
78.43  or  1.8  per  cent  to 
4,379.34,  came  despite  a 
sharp  loss  in  heavily 
weighted  France  Telecom. 
Shares  conceded  €4.40  or  5.4 
per  cent  to  €76.50  on 


sidelined  if  Deutsche  Tele- 
kom opted  for  a merger  with 
Telecom  Italia. 

LVMH  soared  €21.50  or  10 
per  cent  to  €236.50,  rebound- 
ing from  a fall  last  week 
after  it  was  axed  from  the 
FTSE  Eurotop  100  index. 
Higher-than-expected  first- 
quarter  sales  helped  to  boost 
the  share. 

BNP  gave  up  €2  to  €73-20 
as  investors  lost  patience 
with  its  slow-moving  bid  for 
Society  Gen6rale  and  Pari- 
bas. Axa,  a supporter  of  the 
bid,  said  a secret  pact  signed 
with  Paribas  10  years  ago  to 
protect  each  other  from  hos- 
tile takeovers  did  not  apply 
today. 

Some  cyclicals  that  rallied 
last  week  stood  their  ground. 
Saint-Gobain  was  up  €10.50 
to  €163.40  while  Legrand 
added  €17.90  to  €231  £0. 

AMSTERDAM  ended  10.95 
higher  at  559.39  on  the  AEX 
index  in  spite  of  determined 
profit-taking  in  chemicals 
that  sent  Akzo  Nobel  down 
€1.60  to  €36.05  and  DSM  off 
€1.10  at  €90. 

Philips  stayed  firm  ahead 
of  Thursday's  first-quarter 
results,  improving  €1.75  to 
€80.25,  while  Royal  Dutch 
added  €1.50  at  €53.50. 

Hagemeyer  rose  €2.45  to 
€31.60  on  optimistic  remarks 
from  the  trading  group's 
management  at  the  annual 
meeting.  VNU  added  95 
cents  at  €36  after  an  upgrade 
at  Deutsche  Bank,  which 
lifted  Its  target  price  for  the 
media  group  to  €43. 

Nedlloyd  stretched  its 
recent  rally  to  a five-month 
high,  gaming  €2^0  to  €26.50 
as  investors  continued  to  see 


over  on  to  KNP,  which 
gained  a further  €2.40  or  6 2 
per  cent  at  €40.40.  KLM 
jumped  €2.05  or  7.8  per  cent 
to  €2&25. 

ZURICH  was  higher  but  in 
thin  trade  marked  by  techni- 
cal buying  and  a recovery  in 
the  pharmaceutical  stocks 
after  four  sessions  of  losses. 
The  SMI  Index  closed  84.0 
higher  at  7,348.8. 

Roche  certificates,  under 
strong  pressure  in  recent 
sessions  on  concerns  that 
the  growth  potential  of  the 
US  market  could  dwindle, 
rebounded  SFr260  to 
SFrl7,520.  Novartis  was 
SFT32  higher  at  SFr2,39l. 

ABB.  the  engineering  and 
technology  group,  put  on 
SFr23  to  SFr2,070.  The  com- 
pany is  expected  to  post 
another  solid  increase  in 
first-quarter  profits  tomor- 
row, although  a string  of 


variables  have  made  esti- 
mates widely  divergent 

Among  other  cyclicals, 
Georg  Fischer  put  on  SFr6  to 
SFr516  and  Al group  was 
SFr46  higher  at  SFrl,737. 
Both  companies  announced 
the  opening  of  manufactur- 
ing sites  in  China. 

Saurer  jumped  SFr52  to 
SFr857  and  the  textile 
machinery  and  motor  com- 
ponents maker  announced 
plans  for  a capital  repay- 
ment to  shareholders. 

Swisscom  gave  up  SFr4  to 
SFr524  in  an  uncertain  per- 
formance awaiting  confirma- 
tion of  the  Deutsche  Tele- 
kom and  Telecom  Italia  deal. 

In  the  technology  sector, 
Dlstefora,  which  had  outper- 
formed after  announcing  the 
takeover  of  several  internet 
providers,  tumbled  SFr28  to 
SFrl50. 

HELSINKI  seemed  to  be 
running  out  of  steam, 
dragged  down  by  heavy- 
weight Nokia  and  cooling 
cyclicals.  The  Hex  Index 
closed  126.13  or  IB  per  cent 
lower  at  6,75566,  one  of  the 
sharpest  retreats  in  Europe. 

Nokia,  the  most  heavily 
weighted  stock,  fell  €2.20  or 
3 per  cent  to  €71.70  ahead  of 
third-quarter  results  due  on 
Thursday. 

OSLO  advanced  an  impres- 
sive 3 per  cent,  outperform- 
ing most  regional  markets. 
The  Total  index  was  up  32.57 
to  1,103.95,  hitting  a nine- 
month  high  on  gains  on  Wall 
Street,  a rally  in  Europe  and 
a surge  In  oil  prices. 


Written  and  edited  by  Michael 
Morgan,  Bertrand  Benoit,  Peter 
Hall  and  Paul  Grogan 


The  news  that  India’s 
market-friendly  budget 
would  be  passed  this  week. 
In  spite  of  tbs  fall  of  the  gov. 
ernment,  lifted  shares 
sharply  yesterday. 

The  benchmark  BSE-30 
Index  rose  124  points  or 
almost  4 per  cent  to  3, 451. 

Yesterday’s  rise  follows  a 
market  bloodbath  on  Satur- 
day when  Atal  Behari 
Vajpayee,  the  prime  minis- 
ter, lost  a vote  of  confidence 
by  a single  vote. 

The  BSE-30  Index,  up  100 
in  early  trading  on  Saturday, ' 
plunged  more  than  300  after 
the  vote.  It  closed  down  246 
or  7 per  cent  at  &327. 

-The  market  priced  in 
political  chaos  and  disaster," 
said  Rukhshad  Shroff,  strate- 
gist at  Jardine  Fleming. 
"The  prospect  of  the  budget 
being  passed  is  a bright 
spot"  However,  he  warned 
of  huge  volatility 

Investors  fear  prolonged 
political  weakness- and  insta- 
bility whoever  forms  a gov- 
ernment The  main  opposi- 
tion party,  Congress,  would 
need  to  rely  on  communists 
and  a number  of  feuding 
regional  parties  to  form  an 
administration. 

While  the  budget  is  now 
almost  certain  to  survive, 
the  ffrre  of  further  reforms  - 
insurance  liberalisation,  pri- 
vatisation, subsidy  cuts  - 
looks  bleak. 

The  political  impasse  may 
also  prevent  India  from 
reaching  a deal  with  the  US 
on  its  nuclear  deterrent 

Yesterday's  modest  recov- 
ery was  centred  on  indus- 
trial stocks.  Some  look  set  to 
benefit  from  rising  rural 
demand  following  a good 
harvest  and  finning  com- 
modity prices.  Others  may 
benefit  from  tax  breaks  in 
the  budget  that  make  it 
attractive  fbr  fund  managers 
to  buy  high-yielding  stocks. 

Software  and  pharmaceuti- 
cals, which  lost  out  heavily 
In  the  market  slide,  hardly 
bounced. 

Pharmaceuticals,  held 
back  by  lacklustre  results, 
stood  to  gain  from  the  old 
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inflows.  "It’s  all  foreign  buy- 
ing. The  locals  are  sitting 
this  one  out.  Trading  vol- 
umes are  only  moderate," 
said  one  broker. 

SANTIAGO  brushed  aside  _ 1 1 1 . . 

Johannesburg  moves  higher 

an  the  IPSA  index  at  midses- 


sion, a fresh  high  for  the 
year. 

Brokers  said  that  Enersia, 
in  which  Endesa  of  Spain  is 
taking  a stake,  was  the  main 
centre  of  attention,  adding 
50  centavos  to  226.50  pesos 
ahead  of  a board  meeting 
later  in  the  day. 


SOUTH  AFRICA 


Johannesburg  moved  ahead 
as  investors  continued  to 
buy  commodity  stocks  and 
began  moving  into  Industri- 
als. 

The  overall  index  rose  60.4 
to  6,992.7  in  turnover  of 


R2bn.  The  gold  index,  rejig- 
ged after  complaints  that  It 
did  not  accurately  reflect  the 
history  of  the  sector,  put  on 

10.3  to  1.032.1. 

Industrials  added  68.3  to 

7.550.3  with  South  African 
Breweries  putting  on  170 
cents  to  R50.30. 


Blue-chip  buying  boosts  Seoul 


ASIA  PACIFIC 


Sustained  buying  of  blue 
chips  by  investment  trusts 
and  foreign  investors  Bent 
SEOUL  leaping  ahead.  The 
composite  index  rose  41.46  to 
766.59,  Its  highest  level  since 
July  1997. 

Among  the  main  gainers, 
Posco  added  Wonl2,000  to 
WonS3400  and  SK  Telecom 
Wbnl44,000  to  Wonl ,105,000, 
both  running  into  their 
upper  limits. 

TOKYO  stocks  fell  back 
after  investors  began  to  fear 
that  a stronger  yen  could 
hurt  the  counfry's  exporters, 
writes  Gillian  TetL  The  Nik- 
kei 225  average  closed  at 

16,674^1,  down  177-37  on  the 

day,  after  moving  between 
16.58&64  and  1635838. 

The  broader  Tcpix  index 
dosed  10.34  down  at  1,33268, 
while  the  Nikkei  300  index 
lost  1.55  at  267.47.  Volume 
dipped  to  751m  shares  from 
Friday’s  778m.  Losers  out- 
paced gainers  by  to  504, 
with  118  Issues  unchanged. 

Traders  said  they  expected 
the  index  to  stay  in  the 
16300  to  17,000  range  as  the 
market  was  finely  balanced 
between  the  differing 
stances  taken  by  foreign  and 
domestic  investors. 

Domestic  Investors  have 
been  heavy  sellers  of  Japa- 


nese equity  recently. 
Although  some  Investors 
had  hoped  this  trend  would 
be  reversed  this  spring  when 
pension  funds  received  their 
new  allocations,  there  have 
been  no  concrete  sign  yet  of 
a turnabout  In  their  stance. 

However,  foreign  investors 
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have  been  heavily  purchas- 
ing Japanese  equity  in 
recent  weeks,  and  there  has 
been  no  sign  of  this  trend 
abating 

Issues  with  low  prices, 
such  as  steel  stocks  and  pulp 
and  paper,  for  example,  per- 
formed well  yesterday  due  to 
heavy  buying  by  foreign  and 
individual  investors.  The 
pulp  and  paper  sector  rose 
2.9  per  cent,  steel  0.9  per 
cent  and  non-ferrous  metal 
1.28  per  cent. 

Technology  issues  suffered 
due  to  concern  about  the 
Impact  of  the  weaker  yen. 
Sony  closed  1.4  per  cent 


down  at  Yll.450,  Toshiba 
lost  1.6  per  cent  at  Y797,  and 
Fuji  1.1  per  cent  at  Y4.500. 

MANILA  rose  to  a 20- 
month  high  following  a cen- 
tral bank  cut  for  interest 
rates,  the  10th  reduction  this 
year.  Amid  strong  demand 
for  shares,  trading  volumes 
surged  to  4.45bn  pesos  from 
Friday's  3.1bn. 

Blue  chips  led  the  way  up. 
Metropolitan  Bank  rase  17.5 
pesos  to  372.50  pesos  and 
PLOT  56  pesos  to  1.275  pesos. 
Hie  composite  index  ended 
122^4  higher  at  2.355.98. 

SINGAPORE  gained 
ground  In  turnover  that 
came  close  to  matching  the 
record  set  in  1994.  The 
Straits  Times  index  closed 
up  72.89  at  1,842.31  after 
touching  1392.17. 

In  financials.  DBS  foreign 
shares  rose  S81.50  to  SS17. 
Creative  Technology  created 
a stir  in  the  electronics  sec- 
tor. jumping  S$330  or  16  per 
cent  to  SS25.30. 

JAKARTA  soared,  boosted 
by  optimism  over  the  gen- 
eral election  expected  on 
June  7 as  well  as  falling 
interest  rates  and  rallies  in 
regional  bourses.  The  com- 
posite index  breached  the 
500  mark,  surging  28.ffi  to 
508.15. 

Volume  remained  subdued 
on  concerns  about  the  status 


of  joint-venture  banks.  The 
government  is  expected  to 
make  an  announcement 
tomorrow  on  the  cost  of 
bank  recapitalisation. 

HONG  KONG  rode  a surge 
of  fund  inflows  through  the 
13.000- point  level,  only  to  fall 
back  sharply  on  profit- 
taking late  in  the  ses- 
slon.The  Hang  Seng  index 
finished  276.14  higher  at 
12.766.44,  off  a peak  of 
13,079.50.  It  had  taken  just 
two  trading  days  for  the 
index  to  break  from  12,000  to 
13,000,  a level  not  seen  since 
since  October  1997. 

Turnover  soared  to 
HK$14.8bn,  the  highest  level 
since  government  buying 
during  a large-scale  inter- 
vention set  a record  of 
HK$79bn  on  August  28  1B98. 

KUALA  LUMPUR  flirted 
with  a 1999  high  as  Investors 
were  again  encouraged  by 
falling  interest  rates  and  a 
more  bullish  outlook  for  tbe 
economy.  The  composite 
index  finished  16.01  ahead  at 
615.42,  having  touched 
621.14,  just  below  a 1999 
intraday  high  of  621.57  set  on 
January  22. 

Analysts  noted  the 
demand  mme  mainly  from 
Singapore  and  Hong  Kong- 
based  funds,  with  local  insti- 
tutions taking  profits  on 
long-held  positions. 
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AgrtttM 

An*  ISM 

Auptoim 

MOR1NAGA 
& CO-  LTD. 

*■— np4«wi 

MORINAGA 
DEVELOPMENT 
CO.,  LTD. 

SHIMADZU 

CORPORATION 

MARUBUN 

CORPORATION 

tort  locTTMU  mi  act{olral  sunttv 

■tom  to  NORMKO  UMITCD 

MABUCBI 

CORPORATION 

to>dhoM  IMN- town  of 

MAREX  UNIVERSAL 

CORPORATION 

ASATSU  INC. 

to,  mnrmi  rtoh 

DAI-ICHI  KIKAKU 
CO„  LTD. 

SoamariMB 

Sopwrawim 

Sewartmr  19B6 

TOYOTA  MOTOR 
CORPORATION 

taion uaia  fa  Mil 

TSUMURA  & CO. 

Ptoisd  Atodwitfllifntti 

■fto  ■toiiten 

TSUMURA  INTERNATIONAL  INC. 

OPTEC  DAI-ICHI 
DENKO  CO„  LTD. 

toicaHftoM  ■ atatol  nvjmnMr 
r— HPtomhm  and  todototo  to— » 

ALCATEL  GROUP  OF  COMPANIES. 
FRANCE 

OMS  Ac^todM  Co.  toi  ntopfeM 
MKO  ti  Ompm  McMf  SUrtsrs,  lac: 

■ nbtoBuyoT 

OKURA  GROUP 

OF  COMPANIES 

totontoJtoWkAnM 
toofcrnptcj  coat.  In  tof 

a issa 

•tow  lOU 

OKmwrIBM 

tto:— am  1986 

DAKS  LTD. 

■ toMdtwjof 

-SANK)  OAFIKOCOL  LTD. 

W*  rf  Id  Lenta  FlftaJOj  Ston 

to 

WATBVTUMTS  ROOKSELLUu  LTD 

■ ■toMtooN 

HMV  MENA  GROUP PLC 

YOSFflNO 

denka  KOGYO,  INC 

tototol  IWttoaraaT 

VDK  AMERICA.  INC. 

FwitoBdtowurbdww 

MITSUBISHI 

CHEMICAL 

CORPORATION 

Md 

TOKYO  TANABE 

CO.,  LTD. 

ACCOR  GROUP 

OF FRANCE 

fan  K*rti*4  ft*  H*M  SeflM  Tokyo 
Dm  HOKKECXIW  COlLTD. 

*"7Mto  itniputeiM  non  to  Jqw 

DntoiM 

JsnuBYTKH 

Jtnuuytng 

UUH1B9B 

1 Dtona  iXEvawj  BTM  nn  in  eotf,  ka/wrtV!  1 


The  above  represent  a sample  of  transactions  in  which  The  Bank  of  Tdkyo-MitenbfahL  Ltd. 
acted  as  Financial  Advisor  and/or  rendered  a third  party  valuation 


Bank  of  Tokyo-Mitsubishi 


Corporate  Advisory  Services 

Mergers  & Acquisitions  Strategic  Alliances 


LONDON 

44-171-577-1 14t 


Corporate  Restructuring 


SINGAPORE 

86-231 1-827 


TOKYO 

8I-3-324JM375Q 


sXo  PAULO 

1-213-236-7016  56-11-230-0211 


NEW  YORK 

1-212-782-4280 


government's-  plana  to 
reform  pries  control.  This 
now  seems  unlikely  to  the' 
near  future. 

Software  results,  spectacu- 
lar in  percentage  terms,  met 
analysts’  expectations, . 
though  they  failed  to  suiv 
prise  on  the  upside.  Tbe  sec- 
tor - which  earns  dollar  rev- 
enues from  exports  to  the  US 
and  Europe  - is  often  seen 
as  a safe  haven  in  times  of 
trouble  at  home.  But  not  this 
time. 

Speculators  who  had  built 
up  big  long  positions  in  toft- 
ware.  expecting  an  influx  of 
foreign  money,  have  rushed 
to  cover  their  short  posi- 
tions. They  fear  foreign 
inflows  will  now  slow. 

Analysts  say  the  market 
as  a whole  is  being  sup- 
ported by  the  strong  rise  in 
other  Asian  bourses.  The 
benign  global  environment 
is  also  reflected  in  commod- 
ity prices. 

However,  foreign  institu- 
tions are  up  In  arms  about 
the  decision  to  open  India's 
markets  for  the  confidence 
vote  on  a Saturday,  when 
most  foreign  funds  are 
unable  to  trade.  A similar 
situation  occuned  six  weeks 
ago,  when  the  budget  was 
announced  on  a Saturday. 

"You  are  effectively  clos- 
ing out  Institutions  from  toe 
market,”  said  Fergus  Flem- 
ing, managing  director  of 
HSBC  Securities  in  Bombay- 
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